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PREFACE 


A re; valuation of the principles and of the laws 
governing federal taxation in Canada leading to the 
formulation of more economically progressive policies 
of taxation canmoet be undertaken without the assistance 
of experts and specialists in a number of relevant 


disciplines. 


The aim of the Vancouver Board of Trade in submitting 
this brief, therefore, is to afford the views and the 
recommendations of the Vancouver business community - 
propounded on the basis of practical business experience 
to be considered with the views and findings of others 

in the ultimate formulation of a socially equitable and 


economically progressive taxation structure in Canada. 
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THE VANCOUVER BOARD OF TRADE WAS ESTABLISHED IN 1887 
AND HAS A TOTAL MEMBERSHIP OF 2,600 CONSISTING OF OVER 
1,200 CORPORATIONS AND 1,400 INDIVIDUAL MEMBERS 
REPRESENTING EVERY FACET OF BUSINESS AND PROFESS ONAL 


ACTIVITY IN THE GREATER VANCOUVER AREA. 


THE OBJECTIVES OF THE VANCOUVER BOARD OF TRADE ARE TO 
PROMOTE AND IMPROVE ECONOMIC, CIVIC AND SOCIAL WELFARE 
IN THE CITY OF VANCOUVER AND THE PROVINCE OF BRITISH 

COLUMBIA AND, IN PARTICULAR, TO FOSTER AND DEVELOP THE 


EXPANSION OF TRADE AND COMMERCE IN THE AREA, 


THE OFFICERS OF THE VANCOUVER BOARD OF TRADE ARE: 


MR. W. M. ANDERSON, C.A. - PRESIDENT 
MR. EDWARD BENSON ~ VICE-PRESIDENT 
MR, RALPH CUNNINGHAM - SECRETARY 
MR, WINFIELD S. PIPES - TREASURER 


MR. REG. T, ROSE - GENERAL MANAGER 
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INTRODUCTION 


The Council of the Vancouver Board of Trade appointed 
the National Tax Policy Comittee to prepere and 
submit, on behalf of its members, a brief to the 
Royal Commission on Taxation. The brief was approved 
for presentation at a meeting of the Council @n 


July lith, 1963. 


The National Tax Policy Committee was constituted in 
December of 1962 and divided into an Advisory Sub- 
Committee and a Research Sub-Committee under the 


Chairmanship of Jacques Barbeau, LL.M. 
The members of the Advisory Sub-Committee are: 


Mr. Ralph D. Baker - President & Managing Director, 
Standard O11 Co. of British Columbia Limi ted 

Mr. Frank 4. Grown - Financial Advisor 

Mr. J. M. Buchanan - Chairman and President, 
British Columbia Packers Limited 

Mr. C. G. Chambers - 7 :asurer, MacMillan, Bloede!l & 
Powell River Li ited 

Mr. E. T. Clendenning - Managing Director, Empire 
Shipping Company Limited 

Mr. J. W. Hudson, C.A. - Executive Vice-Presi dent, 
Burrard Dry Dock Company Limi ted 

Mr. W. D. Kelly - Assistant General Manager, The 
Toronto-Pominion Bank 

Mr. D. J. Kelsey, C.A. - Partner, Helliwell, 
Maclachlan & Co. 

Dean G. Neil Perry - Faculty of Commerce and Business 
Administration, University of British Columbi} 

Dr. A. D. Scott - Department of Economics and 
Political Science, University of British 
Columbia 

Mr. P. P. Saunders - President, Laurentide Financial 
Corporation Ltd. 

The Honourable James Sinclair - President, Lafarge 
Cement of North America Ltd. 

Mr. W. G. Skinner - Vice-President and Secretary, 
Woodward Stores Limited 

Mr. Wa. E. Thomson - President, Pemberton Securities 
Limi ted 


The members of the Research Sub-Committee are: 


Mr. R. T. Bodie, C.A. - Secretary-Treasurer, Anglo 
Canadian Shipping Company Limited 

Mr. H. A. Dunlop, C.A. - Treasurer, The British 
Columbia Sugar Refining Company Limited 

Mr. G. M. Ferguson - Vice-President amd Treasurer, 
British Columbia Packers Limited 
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Mr. G. M. Morris - Assistant General Manager 
Yancouver Board of Trade 

Mr. 8. H. Parkinson, C.A. - Price Waterhouse & Co. 

Mr. R. H. Price, C.A. - Office Manager, Placer 
Development, Limi ted 

Mr. @. C. Selman, C.A. - Menager, Peat, Marwick, 
Mitchel] & Co. 

Mr. F. G. Webel - Vice-President, Finance, Lafarge 
Cement of North America Ltd. 

The terms of reference of the National Tax Policy 


Committee were: 


- To obtain and present the view of the Vancouver 
busimess community on certain areas of income 
tax —_ affecting busimess enterprise. 

- Q@m the basis of the experience of its members, 
to point out amd comment om certain short- 
comings in the federal tax laws affecting 
business enterprise without necessarily offer- 
ing remedial suggestions, 

- To make recommendations in accord with the 
terms of reference of the Royal Commission 
and in accord with the objectives of the 


Vancouver Board of Trade. 


The ational Tax Policy Committee, in accordance 
with its terms of reference, decided to comduct - 
in addition to the preparation of this substantive 
submission - a tax policy survey amongst its 
corporate members as a special research project. 
To this end, the Tax Policy Questionnaire, marked 
Exhibit “A to this brief, was Prepared and 
submitted to 1,200 corporate members of the 


Vancouver Board of Trade. 


The brief is divided into two Parts, Part 1] 
contains submissions on certain matters of 
taxation affecting business enterprise. Part I1i 
summarizes the findings of the corporate tax 


questionnaire. 
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PART 11 
SUBMISSIONS 
IN THIS PART ARE CONTAINED RECOMMENDATIONS OM 


MATTERS OF TAXATION ALL OF WHICH ARE RESPECTFULLY 
SUBMITTED: 


ECONOMIC 


TAXATION AND GOVERNMENT EXPENDITURES 

The terms of reference of the Royal Commission 
preclude any examination of governmental expendi - 
ture, commitments and programs, which are being 


financed by taxation. 


The determination of whether the present degree 
of governmental expenditure - and indeed potential 
increases and expenditures in the future - may or 
may not be in the economic interests of Canadians 
generally cannot therefore be considered in a re- 
evaluation of the Canadian tax structure. Accord- 
ingly, the extent « which a reductian in 
governmental expenditures may be both social ly 
and economically warranted to permit a reduction 
in taxation appears, unfortunately - in the views 
of the Vancouver Board of Trade - to be outside 
of the scope of inquiry. 

“s 
Nonetheless, the Vancouver Board of Trade considers 
that too often governmental expenditure programs 
have been undertaken wi thout Proper consideration 
being given to the economic effects resulting from 
the consequent increases in taxation. It is 
realized the limitation of governmental expendi - 
ture to a stated percentage cf gross national 
product would not be binding on government. 
However, it may provide an effective indicator - 


having psychological and moral influence - as to 
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the amount of expenditures Canadians can safely 


defray by taxation. 


The Vancouver Board of Trade therefore RECOMMENDS 
THAT THE ROYAL COMMISSION ATTEMPT TO DETERMI NE 
WHAT MAXIMUM PERCENTAGE OF GROSS NATIONAL PRODUCT 
EARMARKED FOR TAXATION COULD BE SUSTAINED IN THE 


BEST ECONOMIC INTERESTS OF CANADA, 


METHODS OF RAISING GOVERNMENT REVENUE 

The Vancouver Board of Trade recognizes that 
current finamcial exigencies of government have 
resulted in a high level of taxation in Canada 
and acknowledges that tax revenue must be 
sufficient - im the long run at least - to meet 
governmental expenditures. The Vancouver Board 
of Trade considers it essential for the sake of 
national financial stability and the equitable 
preservation of private capital to achieve a 
balance of revenues amd expenditures except where 
economic policy would deliberately dictate 


otherwise, 


Notwithstanding the foregoing, the Vancouver Board 
of Trade submits that the present federal, 
Provincial and municipal tax structure may unduly 
inhibit national economic growth, hamper full 
employment, and hinder the Canadian ownership of 


business enterprise, 


Accordingly, the Vancouver Board of Trade 
recommends the complete re-evaluation of the 
Principles and of the laws governing federal 
taxation in Canada; each and every basic principle 
to be re-evaluated and each and every taxing 
Provision to be re~analyzed to determine its 


present-day social and economic justification. 
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2.3 


The extent to which each form of taxation 
contributes to these undesirable effects is, 

of course, difficult to determine accurately. 
Nevertheless, the Vancouver Boerd of Trade 
considers that a positive attempt be made to 
determine whether these undesirable effects of 
Our present tax structure can be minimized by a 


re~allocation of tax burdens. 


The Vancouver Board of Trade accordingly 
RECOMMENDS THAT CONS! DERATION BE Gi VEN TO THE 


ECONOM|C AND REVENUE VALIDITY: 


| OF ESTABLISHING A PROPORTIONAL RATE OF 
TAX ON INDIVIDUALS AND A SINGLE RATE ON 
CORPORATIONS, OR TO A SCALE OF RATES OF 
MINIMUM PROGRESS!ON WHICH WOULD APPROACH 


THAT CRITERIA 


V1 OF MINIMIZING THE DOUBLE IMPACT OF INCOME 


TAXES ON CORPORATION EARNINGS 


tt OF SHIFTING THE BURDEN OF TAXATION FROM 


1NCOME TO COMMODITY TAXATION. 


BROADENING OF THE TAX BASE 

It is a corollary to the Board's views already 
expressed that in order to obtain the mecessary 
revenues = particularly if amy reductien in 
various tax rates is contemplated - a broadening 


of the tax base is desirable. The Board is of 


the opinion, however, that in addition to examining 


existing taxation principles and taxing sections 
as suggested above, equal care should be taken in 
order to ensure that any new tax form or any new 
incidence of an existing tax form is itself not 


overly repressive or inhibiting. 
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3.2 


The Vancouver Board of Trade accordingly 
RECOMMENDS THAT, WITH THE AIM OF WIDENING THE 
TAX BASE, AW EVALUATION BE MADE OF THE MECESSITY 
OF CONTINUING, AT THE PRESENT LEVEL, THE 
SELECTIVE TAX CONCESSIONS AFFORDED UNDER THE 


INCOME TAX ACT. 
FORMULATION OF TAX POLICY 


In the opinion of the Vancouver Board of Trade 
economically seund and socially equitable tax 
policies require constant research in order to 
properly evalwate the economic and administrative 
validity of such policies in terms of the national 


interest. 


Legislative proposals to modify or amend the tax 
structure, prior to their consiceration, should 
be referred to a tax research division which 
should report om the potential economic and 
administrative effect of such proposals. Th's 


report should also be made for public consideration. 
i, 


The Vancouver Board of Trade therefore RECOMMENDS 
THAT CONS! DERATION BE GIVEN TO THE ESTABLISHMENT 
OF A TAX RESEARCH DIV!1S10N WITHIN THE BEPARTMENT 
OF FINANCE WHICH WOULD UNDERTAKE RESEARCH AND 

ANALYSIS OF CANADIAN TAX POLICIES, THE RESULTS OF 


WHICH WOULD BE AVAILASLE FOR PUBLIC CONMSI DERAT! ON. 


Under the present division of authority: the 
administration of the income tax laws is the 
responsibility of the Deoartment of National 
Revenue; the formulation of tax policy is the 
responsibility of the Department of Finance; and 
the drafting of tax jaws the responsibility of 


the Department of Justice. 
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The division of authority, although perhaps 
warranted in earlier days of nominal taxation, 
appears in the present circumstances to be 
unwarranted, {it would appear axiomatic that 
sound tax policies and tax laws should be 
formulated and implemented by the same agency. 
The historical division of authority between 
departments of government should not be al lowed 
to prohibit a closer realignment of functions in 
the field of taxation. In the experience of its 
members the Vancouver Board of Trade suggests 
that there exists too wide a division of authority 


between these various departments of government. 


A higher degree of centralization of departmental 
responsibilities may afford better tax policies 


and tax laws, 


The Vancouver Board §- Trade therefore RECOMMENDS 
THAT A CLOSER ALIGNMENT OF GOVERNMENT FUNCT! ONS 


IN THE FIELD OF TAXATION BE IMPLEMENTED. 
INCOME TAXATION AND NEUTRALITY AMONGST TAXPAYERS 


A cardinal principle of taxation is that taxation 
should be neutral in its incidence between 
similarly situated taxpayers. Pursuant to this 
principle, one would envisage that taxpayers 
similarly situated in the carrying out of business 
activities would be similarly tamed, Yet, such 

is not the case in Canada: co-operative organi za- 
tions are granted tax concessions which - for all 
practical purposes - are not available to other 
corporate entities; privately owned public 


utilities are subject to income taxes whi le 
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5.2 


Bo doit 


publicly owned public utilities are not, even 
though they are both carrying on the same 
business activities; charitable organizations 
engaged in active commercial business are exempt 
from tax, while others carrying on a simi lar 
business are subject to taxation. Private 
business enterprise in these circumstances thus 
finds itself discriminated against as compared 
with other forms of enterprise under the tax 
laws, and placed at a competitive disadvantage 


with other organizations, 


The Vancouver Board of Trade therefore RECOMMENDS 
THAT AMENDMENTS SHOULD BE MADE TO THE INCOME 

TAX LAWS TO PROVIDE THAT ANY INCOME EARNED IN 

THE CARRYING OUT GF A COMMERCIAL BUSINESS 
ACTIVITY BY SIMILARLY SITUATED TAXPAYERS SHOULD 
BE TREATED SIMILARLY FOR INCOME TAX PURPOSES 
REGARDLESS OF THE ORGANIZATIONAL CHARACTER OF 


THE TAXPAYER. 
INCOME TAXATION AND CERTAINTY IN THE LAWS 


Another eueeesite principle of taxation is that 
there should be certainty in the application 
and incidence of taxation. The present 
Canadian income tax system, in the opinion of 
the Vancouver Board of Trade, does not meet a 


reasonable standard of certainty. 


The question of what constitutes a non-taxable 
gain is an area in which the taxpayer can not be 
certain of the ultimate incidence of taxation. 


This uncertainty hinders the mobility of capital. 
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5.4 


Certain gains which were thought by taxpayers to 
be, and treated by the tax revenue officials as, 
nontaxable gains in the past, have in many 
cases over a period of years gradually been 
found to be income for tax purposes. tin the 
intervening period between the time these gains 
were treated as non-taxable amd the time they 
were finally found to be taxable, taxpayers are 
completely uncertain as to whether or not such 
gains are in fact taxable. Becisions to realize 
such gains or to enter tramsactions giving rise 
to such gains are thus hampered. The treatment 
of discounts realized on mortgages i|lustrates 
this contention forcibly. tn 1957 such gains 
were found by the Exchequer Court of Canada not 
to be taxable, The tax revenue officials never- 
theless persisted in taking a number of such 
cases to the cour, ‘or further adjudication. 
Finally, as a result of a decision rendered by 
the Supreme Court of Canada In 1963, such gains 
now appear to give rise to income for tax 


purpeses in almost all cases, 


In prate of the existence of a comparatively high 
degree of uncertainty in the application and 
incidence of the tax laws, particularly insofar 
as what constitutes a nom-taxable gain, the 


Vancouver Board of Trade RECOMMENDS THAT: 


j ANALYSIS BE MADE OF ALL AREAS WHERE THE 
APPLICATION AND TREATMENT OF THE TAX 
LAWS HAVE CHANGED WITHOUT AMENDING 
LEGISLATION, 

a A DETERMINATION BE MADE AS TO WHAT 


CONSTITUTES A NON-TAXABLE CAPITAL GAIN 


PQS se eer fina ypu, ys et! 
pea ema t cre “a yp ere ee F ia Va oa 4 
wine ele: sername ans mem . 
Al an ar at 
A Bs 


nee: 7 tiny get ae. vi on , 


a ri 
sortiarm crmyemneT emekbioe! Wn wblte>! hae 
ah dead a4 viuade enmttewaans oe ‘bbws ihn’ 
*) ™ natrapthquy ens woarraoen, «i tone ay 

tgame emer ta wataotoran gro wt wot as 


br oon! al} heal sco ta | bins eoltesi Tey ent 
ano | pasendrs poernnn ns ermine eed frag? tomes 
= ene lees eT We ewe stents tiki hp 


et) , sdeitemests salaolsme niger 8 


“a 


viveets avtvatelget oad of? baape aw tutes 


we ttennt YO aonodiow! mt rue er! veer 


“st } pep roe Stereos ae rxud — wRee weetem mi 
Pee tats pi Teteneg oe mie weet ett > anwiy 
a fgarmatel Ye savibibde wtp wl ~ feed entins tenn 
= - glerst?%o euapevet enlbet ef7 sow) wee iioet!h 
ir 7 worl 07 aw wham a6 sap Mpiianiwrerad tonie we 
et) yd berrercy o¢ ot fH eerempemarg” \ ett 


2 wet amteot! 
; 2UMROODIE evheved) sderT te vie Receapeaal tet 


aT OF W3N ID Se: eran eke. Tax : 
PVITATAATASTMS MA TO "Tape sees 


- 13 - 


UNDER THE PRESENT LAWS AND PRACTICES 
ESPECIALLY AS REGARDS GAINS REALIZED 
GN THE Bi SPOSITION OF CORPORATE STOCK 
LISTED OM STOCK EXCHANGES. 

itt CONS! DERATION BE GIVEN TO THE ESTABL! SH- 
MENT OF AN INTERPRETATIVE REGULAT! ON 
PROCEDURE BY WHICH THE TAXING AUTHORITIES 
WOULD MAKE PUBLIC THEIR TAX ASSESSMENT 


POLICY. 


INCGME TAXATION AND CLARITY IN THE TAX LAWS 
Taxing laws and in particular income tax /aws, 
should be clear and unambiguous in their 
application and incidence. Taxpayers, whether 
individuals or corporations, should be abie 

to easily ascertain the application of the 


tax laws In any particular cl rcumstances., 


The application and incidence of the income 
tax laws on modern day business transactions, 
reres insite baa: are far from clear. Indeed, 
in certain particular circumstances, there 
exists no specific tax legislation clear!y 


setting out the incidence of taxation. 


In other areas - such @s corporate reorganiza- 
tions - the laws are so general in their 
application that - in the absence of informal 
directions from the taxing revenue officials - 
no exact determination can be made as to how 
the circumstances are to be governed by the 


Income Tax Act, 
The Vancouver Board of Trade therefore RECOMMENDS: 


| THAT CONSIDERATION BE GIVEN TO THE 


ESTABLISHMENT OF AN INTERPRETATIVE 
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REGULATION PROCEDURE UNDER THE INCOME 
TAX ACT UNDER WHICH TAX OFFICIALS WOULD 
DEFINE THE MEANING THEY ASCRIBE TO 
GENERAL TAXING PRINCIPLES IN THEIR 
APPLICATITON IN PARTICULAR CIRCUMSTANCES. 
11 THAT CONSIDERATION BE GIVEN TO THE 
IMPLEMENTATION OF AN ADVANCE RULING 
PROCEDURE IN THE DEPARTMENT OF MATI ONAL 
REVENUE THROUGH WHICH TAXPAYERS COULD 
OBTAIN A RULING BY TAX OFFICIALS AS TO 
HOW THEY CONSIDER A PARTICULAR TRANS- 


ACTION WOULD BE AFFECTED BY THE TAX LAWS. 
ESTATE TAX 


UNI FORMI TY 

Federal estate taxes and Provincial succession 
duties are imposed a_ the present time in British 
Columbia, Ontario e . Quebec. An estate tax, 
being imposed om the aggregate value of an estate 
of a deceased person, is of a substantially 
different character from a death duty which is 
imposed on the value of the benefit received 

by a beneficiary of the deceased person. Because} 
of constitutional and legal requirements, 
different rules govern the Incidence of estate 
taxes and succession duties. The need for 

dual rules as well] as the distinct character 

of these two types of death taxes creates 
confusion in the minds of taxpayers and substan- 
tially increases the cost of administering 


estates both to government and to taxpayers. 


Recognizing the constitutional problem involved 


THE VANCOUVER BOARD OF TRADE NEVERTHELESS 
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RECOMMENDS THAT ATTEMPTS BE MADE TO DEVISE 
WHATEVER MEANS MAY BE APPROPRIATE TO PERMIT 


THE IMPOSITION OF A SINGLE ESTATE TAX IN CANADA. 


INCENTIVE TO ATTRACT AND RETAIN CAPITAL 

While the retention of capital in Canada should 
be encouraged, the Vancouver Board of Trade is 
more concerned that foreign capital be attracted 
to Canada. Foreigners who would otherwise 
establish residence or domicile in Canada are 
discouraged from doing so in view of the result- 
ing incidence of death taxes upon their estates. 
Considering both the equity amd economic factors 
involved, the Vancouver Board of Trade is of 

the opinion that the incidence of estate taxes 
should only apply to capital accumulated in 


Canada. 


THE VANCOUVER BOARD OF TRADE THEREFORE RECOMMENDS 
THAT PROVISIONS SHOULD BE MABE IN THE ESTATE 

TAX ACT EXEMPTING FOREIGN CAPITAL BROUGHT {NTO 
CANADA BY AN INDIVIDUAL PROVIDED, HOWEVER, THAT 
FURTHER ACCUMULATIONS BE SUBJECT TO ESTATE 


TAXATION. 


FEDERAL SALES TAX 

The Vancouver Board of Trade, in view of current 
developments, does not propose to comment upon 
the policies governing federal sales tax in 
Canada, except to point out that too great a 
reliance is presently being placed on administra- 
tive rulings, discretionary powers, and 
departmental directives in administering the 


Federal Excise Tax. 


THE VANCOUVER BOARD OF TRADE THEREFORE RECOMMENDS 
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THAT TO THE EXTENT TO WHICH A FEDERAL SALES 
TAX |S TO BE LEVIED IN CANADA, IT SHGULD BE 


LEVIED PURSUANT TO A DETAILED STATUTE, 


DECENNIAL REVIEW 


Business and personal activity in our society 
is always subject to constant changes. To 
ensure, therefore, that the taxing laws can - 
in addition to remaining as economically 
progressive and as equitably just as possible - 
accommodate changing circumstances, the 
Vancouver Board of Trade RECOMMENDS THAT 
MEASURES BE IMPLEMENTED TO INSURE THAT THE 
TAXING LAWS AND IN PARTICULAR THE INCOME TAX 
LAWS BE SUBJECT BY LAW TO AN OFFICIAL PUBLIC 


REVIEW EVERY TEN YEARS. 


ai Ve 


m4 Letcaal beats 
——- ae + stitial Fuad vn enim te ei Hig? halt ol 


i 2 bien < 
ih ee, yoru @ inte of sae ni cbetsans eattar nat 
ete | ee 
Me ee 
sao ae evisgrescrvan a t* eewlalqe ans too! te Slwow 
F psé 


a Tnamcienesl Mal poiselse yo bum ecerliawd ott To aot? ove 


mot" ed econ eee sued alte eginiieg ae9 vedi | news 


a =) 

= . 

te 8 dels in® .vewcansd 96°, bed vetelsengs & so) Wnt 
on. eat (awolre® ef) of cieatl ramp as Bede oe dee! 


at 2 teere? aft evieive’ at eettiame? yt! 


etiveor aia! bevel vant em bee trance bem om baal seem 


: ry 
7) 7 
a2 <eorsun wt? te 
Yo ver (2 wodeme CTT ats genes betoebese Hew yerien 217 
— 
eS 
te : & i: ‘ 
Ar iw bel emp ae yb i) oie Siew @eatxg « tee fan 
i) nr 
a ' \ - 
3 to lavas A. .nohtereqermy iets et grids astet # 
ee 8 , err igo) T eocm mpeinens Bern use" 2 ee $ 
eee gud ,2yemewan a1) vege of Senate worn C\% Teck’ s eee 
P , a bene tiem & yor 11S ton bre 
7 ov Toten  agetrec wed wl) Hwurte eldest pwelewel fat eff 
or ' : . > weet oe z A “9 Se: I te) 


Py: 3080 <BR NO (TED 4 OFT SS BeReRIH a 


a xe ~ Mi STORMS D¢T103%e CS fnsene TL 
A. od ¥ #038 TOR Cit Asan? m He 


rei ‘2 ae srst yaror a 
= ted n i 
Pita eam: berbese: 2c tenno Liaeep ap Yo yrizeinm eee se? 


|. eat nt wo Tle S Bie othe otdarabianss di tw bapeiqre: 


teswisikee stim od mela oft Maes rrnebenger Ot) Haen° 


7 —, anf 
Pa: aes 2tdg Te ecunce® «= .enciteeup. denriayel mm siresmes 
1 7 LA ‘ ; | a 5 a 
; . 1 OA 
= » i , 
my as be Tig 


- 17 - 


PART III 


TAX POLICY QUESTIONNAIRE 


The Tax Policy Qsestionnaire was designed by the National 
Tax Policy Committee in order to conduct a survey which 
would reflect the opinions of a representative cross- 
section of the business community on existing tax policies 
and other tax policies which have been advocated from 


time to time. 


Ben W. Crow & Associates Ltd., of Vancouver, British 
Columbia, acted as consultants to the National Tax 
Policy Committee in devising the format of the 
questionnaire and summarized amd tabulated the results 


of the survey. 


This survey was conducted among the 1212 member firms of 
the Vancouver Board of Trade (May 1963). Each member 
was sent a printed mail questionnaire accompanied with 
a letter asking for their co-operation. A total of 

581 members returned completed questionnaires. An 
additional 73 members phoned in specific comments, but 


did not fill out a questionnaire. 


The following table shows the percentage of members who 


replied to this survey: 


581 MEMBERS COMPLETED A QUESTIOMMAIRE - 4BY, 


73 MEMBERS PHONED SPECIFIC COMMENTS IN - 6% 


558 MEMBERS DID NOT REPLY - 46% 
ae 
TOTAL 1212 MEMBERS - 100% 


The vast majority of the questionnaires received were 
completed with considerable care and attention. in many 
cases the respondents took the time to write additional 


comments on important questions. Because of this care 


’ tied 
as oe coat state ; 
cal aaa ve. ssletes ald 
Pre Pieay tes | 
ee | ‘ 
se 1 im tte ah coccorine srevala. mie ame eet? | 


—= y 


—- rl Taaey zi mesa ve Sines 109"! ‘jaon aT 


ip aia wet parts sutra x00 add 0 oven! .ernbaee 


Ny aia at evento tte wat iebehedrenn eta bef! qe- 


“amie ame taonts, Bee eanmqeey ofa ,Aevewad y yortue 


- i rr , 
i ope teve eft net? verted Howe yrov ei erupit sins 


ad | gp Jon ¢] wempepernnce Yo cold atl ,eyewtne big 
. j ; = 
Pee be  piyutecetiy vt aolsed ial! « res cen 
F 
ty 
» ¢. 


e2enay | 30) rene Ger erg oo eidliveoe fon af 1) of Tew 


) 


achat dott ats seHy aiet 24 ai .yfbegitatier + 


eto lvoe eas a2 ysl tee t tes peag ner 18 sa araneees 


sae 


and attention, there is every reason to believe that 


the results, as reported, are valid, 


There are some inherent weaknesses in all mail surveys. 
The most important of these is usually the bias of non- 
response, There is mo guarantee that the persons who 
replied are representative of all members, in this 
survey, however, the response was almost 50%. Since 
this figure is very much better than the average for 
mail surveys, the bias of non-response is not as 


important a limitation in this study. 


While it is not possible to prove representativeness 
Statistically, it is felt that the high percentage 


response has given good reliability to the results. 
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THE SURVEY RESULTS IN TABULAR FORM 
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Question | DOUBLE TAXATION 


At present, corporate income tax is levied both on corpora 
tions and upon individual shareholders whenever dividends 
are declared. This is referred to as ''dowble taxation”. 
The practice of double taxation is somewhat modified, 
however, In that individuals are allowed a deduction of 

20% on dividends, This deduction is called a "dividend 

tax credit'', 


Which ONE of the following alternatives would you prefer 
on principle? 


The Company should pay all the tax (personal income 
tax on dividends would be eliminated) 


The Company should NOT have to pay any tax on 
profits distributed as dividends. Individuals 
should pay the tax fully (i.e. the 20% dividend 
tax credit Is eliminated) 


The tax procedure should be left as it is at 


present 
TOTAL 

No. t 
Respondents 581 100 
The Company should MOT have to pay any tax 
on profits distributed as dividends 36 
Leave the tax procedure as it Is at present 32 
The Company should pay al! the tax 24 
Other answer 5 
Should be no tax on dividends ] 


Not answered 2 
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Question 1! DUAL TAX RATES 


At present, corporate income of $35,000 or less is taxed at 
21%, while imcome abowe $35,000 is taxed at 50%. Some 
people claim that a uniform tax rate of approximately 40% 
on all corporate incomes would be a desirable stimulus to 
the economy. 


Di 
WHAT I$ YOUR OF 1 M1 ON? 


Uniform rate would be a desirable economic stimulus 


Uniform rate would not be a desirable economic stimulus 


Company Company 
Company income income 
TOTAL Income Q- $10,001- $35,00I- 


100 ,000 
Bo. s. Ho . ct e Pct 
Respondents 531 199 g 190 129 _ 190 99.100 
Uniform rate 
would not be 
desirable stimulus 65 86 76 63 
Uniform rate 
would be desirable 
Stimulus 31 1] 22 31 
Uniform rate but 
lower 2 2 ] 2 
Other answers g 1 - - 2 
Not answered 1 1 ] 2 
Not Liable 
Company for Corpor- 
TOTAL Income over ate tax or 
1 A t answered 
tle. Mo. t Ho. t fo. Pct 
g | = Re 


Uniform rate 
would not be 
desirable stiqwlus 65 AS 67 62 


Uniform rate 
would be desirable 


stimulus 31 50 29 34 
Uniform rate but 

lower 2 2 2 ~ 
Other answers } 2 s ] 


Not answered 1 } 2 3 
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Question II! TAX SHIFT: NG 


lf corporate Income taxes were moderately increased, how 
would your company or industry likely ralse the additional 
funds? 


WHAT IS YOUR OPINION? 


My company or Industry would likely: 


TOTAL 
PLE 
No, Gut of 

Responden: ] ] 

Absorb the loss (retain less earnings) dus 
Effect savings In overhead and adminis- 

trative procedures 35 
Raise prices 32 
Declare smaller dividends 32 
Attempt to Increase productivity of labor 31 
Hold Wage Rates 14 
Increase Sales ] 
Other answers 2 
Not applicable to my industry or business 2 


Not answered 


* More than 100% because of multiple mentions 
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Question i¥ EXPORTS 


Again, if corporate income taxes were moderately increased, 
how would this increase likely affect the exports of your 
company or industry? 


WHAT 13 YOUR OPINION? 


“4y company or Industry would likely: 


Raise the price of exports 
Not raise the price of exports 
My company (or industry) does not export 


TOTAL 
SAMPLE 
No. Pct 
Respondents ] 100 
Raise the price of exports 6 
Not raise the price of exports 17 
My company does not export 7) 


Not answered 6 
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Question V ECONOMIC GROWTH 


Some people claim that a reduction in corporate income tax 
would effectively stimulate the Canadian economy. Such a 
reduction could be obtained by Increasing (for an uncertain 
period) the deficit In the National Budget. 


WHICH WOULD YOU PREFER? 


A reduction in corporate tax rates achieved by 
increasing the deficit In the National Budget 


Present tax rates (no increase In deficit) 


TOTAL 

SAMPLE 
No, Pct 
Respondents ] 100 
Present tax rates 65 
A reduction 28 
Reduce rates without deficit Increase 3 
Not answered 4 


Question VI DEPRECIATION 


At present, a company's assets are classified Into 18 
different groups for depreciation purposes, A vary= 
Ing rate of depreciation Is allowed for each of the 
18 groups. 


<} 
(A) IN YOUR EXPERIENCE DOES ANY TYPE OF ASSET ACTUALLY 


DEPRECIATE MORE RAPIDLY THAN THE MAXIMUM RATE 
ALLOWED FOR ITS GROUP? 


TOTAL 

SAMPLE 
No. Pct 
Respondents ] 100 
Yes 20 
No 66 


Not answered 14 
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Question Vi DEPRECIATION - Cont'd 


(8B) WOULD YOU PREFER TO WAVE FEWER CLASSES (AND THUS LESS 
ACCURATE RATES) IN ORDER TO SIMPLIFY THE PRESENT 
SYSTEM? 


WHICH WGULD YOU PREFER? 


The simplified system 


The present system 


TOTAL 

SAMPLE 
No. Pct 
Respondents 581 100 
The present system 59 
The simplified system 22 
Other answers 2 
Not applicable 3 
Not answered 14 


(C) At present the government sets limits on the rates of 
depreciation that will be allowed for tax purposes. It 
has been suggested that this practice be replaced by a 
“book depreciation’ system, Book depreciation would 
allow a company to depreciate assets at any rate it 
wishes as long as it uses the same rate In its 
financial statements. 


WHICH WOULD YOU PREFER? 
The suggested book depreciation system 


The PRESENT depreciation system 


TOTAL 

SAMPLE 
No. Pct 
Respondents 581 100 
The PRESENT depreciation system 5] 
The suggested book depreciation system 40 
Other answers ] 


Not answered 8 
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Question VII BUSINESS LOSSES 


If a business Inmcurs a loss in any one year, this loss 
may be appiled to the previous year's profits (for a- 
tax refund) or it may be carried forward for five years 
in order to reduce the amount of tax the company must 
pay In these years. 


WHAT HAS BEEN YOUR EXPER! ENCE? 


Since 1950, have you ever Incurred a business loss 
which you were not able to fully offset because 
you had Insufficient profits in the preceding year 
or the succeeding five years? 


TOTAL 

— SAMPLE 

Mo. Pet 
Respondents 531 106 
Yes 14 
No re] 
Not applicable 1s 
Not answered 6 


* Not responsible for cco: »orate Income tax 
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Question Vii CGNSGLIDATED INCOME TAX RETURNS 


A company having ome or more subsidiary companies is not 
allowed to file a comsolidated tax return in which the 
losses of some companies are offset against the profits 
of others. 


(A) HAS YOUR COMPANY EVER HAD TO PAY MORE TAXES THAN IT 
WOULD HAVE HAD IT SEEN ABLE TO FELE A CONSOLIDATED 


TAX RETURN? 
Company is 

inter= Single 
related with corporate 
TOTAL other Canadian entity in 

LE nies Canada 
No. Pct No. Pct fo, “Pet 

8 I 100 ] 
Yes 21 37 10 
Bo 47 4g 48 
Mot answered 32 14 42 


The Re ed ‘'¥es'' asked: 


DID THIS IMEREASED TAX PAYMENT IN ANY WAY HAMPER 
YOUR EXPANSION PLANS? 


No. Pct Mo. Pct No, Pex 
Respondents 
answering ‘'Yes!' 119 190 80 190 32 100 
Yes 42 45 38 
No 58 55 62 


(8) WOULD YOU FILE A COMSOLIDATED TAX RETURN EVEN IF THE 
RATES APPLIED TO CONSBLIDATED RETURNS WERE 2% HIGHER? 


flo. Pet No. Pct No. Pct 
s t. 3 1 106 32 100 
Yes 14 21 10 
Blo 31 46 23 
Should not be a 
penalty for a 
consolidated 
return ] 2 = 
- Bepends on the 
situation 3 4 2 
Wot answered 5] 27 65 


ne 
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These two tables do mot add across to 581 because 32 
respondents did not answer this question, 
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Question IX DEPRECIATION ALLOWANCE FOR MODERMI ZAT 1 OM 


In order to encourage modernization in industry, the 
government passed a new regulation (1109). This 
regulation allows a company to claim a special rate 
of depreciation for the amount spent on new assets 
over the average spent for this purpose during a pre- 
ceding period, This special rate is 50% greater than 
standard and applies to the first year. 


(A) HAS THIS REGULATION RESULTED IN YOUR ACQUIRING ASSETS 
SOONER THAN YOU WOULD HAVE OTHERWISE BONE? 


TOTAL 

SAMPLE 
No. Pct 

Respondents ] ] 
Yes 7 
No 67 
Does not apply to my company 10 
Not answered 16 


(8B) DO YOU THINK IT WILL SPEED YOUR FUTURE PLANS FOR 
ASSET PURCHASES? 


TOTAL 

SAMPLE 
No. Pct 
Respondents ] 100 
Yes 17 
No 57 
Does not apply to my company g 


Not answered 17 
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Question {X DEPRECIATION ALLOWANCE FOR MODERM{ ZATION 
= Cont'd 


(C) WOULD ANY RATE OF ACCELERATED DEPRECIATION PROMPT 
YOU TG SUY ASSETS IN ADVANCE OF YOUR NORMAL PLANS? 
IF ''YES'' - WHAT RATE? 


t 
’ 


TOTAL 
SAMPLE 
No. Pct 
Re S 1 100 
Yes = Wo rate mentloned 8 
Yes - 50-75% 3 
Yes - 76-100% 3 
Yes = Additional allowance for 
succeeding years ] 
Yes = Other answers 3 
No - 53 
No - But regulation good * 
This type of manipulation should 
not be a! lowed * 
Does not apply to my company 9 
Not answered 19 


* Together equal 1%. 
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Question X PRODUCTION INCENTIVE 


A section of the income tax act (40A) allows manufacturing 
and processing companies a reduction In tax if their sales 
increase, 


1S YOUR COMPANY ENGAGED IN MANUFACTURING OR PROCESSING? 


TOTAL 

SAMPLE 
No. Pet 
Respondents 581 100 
Yes 31 
No 62 
Not answered 7 


THOSE WHO WERE ENGAGED IN MANUFACTURING AND PROCESSING 
WERE ASKED: 


Has this provision significantly helped your company? 


No. Pct 
Respondents d 181 100 
Yes | 19 
No 77 
Company too small to help/quali fy 
Do not know yet | | 
Not answered 2 


THOSE WHO WERE NOT ENGAGED |N MANUFACTURING AND PROCESSING 
WERE ASKED: 


Would an offer of a rebate of taxes based on Increased 
sale alter your plans and activities? 


No. Pct 
Respondents 361 100 
Yes 30 
No 46 


Not answered 24 
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Question XI CAPITAL LOSS INVESTMENT ALLOWANCE 


Suppose an individual or a company could recoup a sub- 
stantial percentage of any capital loss resulting from 
an umsuccessful investment in certain approved British 
Columbia Industries, 


(A) DO YOU THINK SUCH A PROVISION WOULD BE EFFECTIVE IN 
ENCOURAGING INDUSTRIAL EXPANSION IN B.C.? 


TOTAL 

SAMPLE 
No. Pct 
Respondents 581 100 
Yes 73 
No ines 

This type of manipulation should 

not be allowed ] 
Not answered : 9 


(B) WOULD YOU APPROVE OF THE PLAN IF ITS SUCCESSFUL 
OPERATION REQUIRED SOME GOVERNMENT REGULAT/ON? 


TOTAL 


SAMPLE 

No. Pct 

Respondents 581 100 
Yes oF 
No 29 


Depends on type of regulation ] 


Not answered 13 
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Question Xil CAPITAL GAINS 


It has been suggested that a capital gains tax with a 
capital loss deduction be introduced in Canada. 


(A) WOULD YOU FAVOUR SUCH A CAPITAL GAINS TAX? 


TOTAL 
SAMPLE 
No, Pct 
Respondents 581 100 
Yes 25 
No 70 
Not answered 5 
(B) IF A CAPITAL GAINS TAX WERE INTRODUCED WHAT 
RATE OF TAX WOULD YOU SUGGEST? 
TOTAL 
SAMPLE 
No, Pet 

Respondents 581 100 
10% | 26 
15% 1] 
25% 9 
At regular income tax rates ] 
Other answers & 
None/The minimum 4 
Not answered Ao} 


(C) WHAT PERCENTAGE OF CAPITAL LOSS DEDUCTION WOULD 
YOU SUGGEST? 


TOTAL 
SAMPLE 
No. Pct 


Respondents 581 100 


10% im 


15% 6 
25% 7 
50% 6 
100% 20 
None 2 


Not answered 48 
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Question Xifi INVESTMENT RESERVES 


At present, depreciation helps a company to finance assets 
after purchase, but does not assist a company to accumulate 
funds before purchase 


(A) SUPPOSE YOUR COMPANY WERE ALLOWED TO RETAIN SOME 
EARNINGS (NOW PAID IN TAX) IM A FUND SET ASIDE FOR 
THE PURPOSE OF ACQUIRING ASSETS AT A FUTURE DATE. 
WOULD YOUR DEPRECIABLE CAPITAL ASSETS LIKELY BE 
SUBSTANTIALLY INCREASED AS A RESULT? 


TOTAL 
SAMPLE 
No. Pct 
Respondents $81 100 
Yes 43 
No 44 
Not answered 13 


(B) WOULD YOU APPROVE OR DISAPPROVE OF SUCH A PROVISION 
IF THE TIMING OF THE USE OF THE RESERVE WAS SUBJECT 
TO GOVERNMENT REGULATION? 


TOTAL 

SAMPLE 
No. Pct 
Respondents 581 100 
Approve of provision 38 
Disapprove of provision 4h 


Other answer 1 


Not answered 17 
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INFORMATION ON THE MEMBERS WHO REPLIED TO THE QUESTIONMAIRE: 


1, Is your firm a public or a private company? 


TOTAL 

SAMPLE 
No. Pet 
Respondents 531 _|00 
Private company 84 
Public company 15 


Not answered | 


2. What was your corporate income before taxes for the 
last fiscal year? 


TOTAL 
SAMPLE 
No. Pct 
Respondents ] 100 
0 6 (Ce $ 10,000 1S 
$10 ,00) - 35,000 2) 
35,001 - 100 ,000 Vy 
Over - 100 ,000 24 
A Loss 9 
Not liable for corporate tax 5 
Not answered 9 
3. Will your corporate income before taxes for the current 
fiscal year likely be: 
Greater than last year? 
About the same? 
OR - Less than last year? 
TOTAL 
SAMPLE 
No. Pet 
Respondents 581 100 
Greater than last year 38 
About the same 38 
Less than last year 1S 


Not answered 9 
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INFORMATION ON THE MEMBERS WHO REPLIED TO THE QUESTIONNAIRE: 


- Cont'd 


4, 1s your firm interrelated with other Canadian corporate 
entities, or is it a single corporate entity in Canada? 
TOTAL 
SAMPLE 
No. Pct 
Responden | 100 
interrelated with other Canadian corporate 
entities (in a subsidiary, parent, or 
sister relationship 37 
A single corporate entity (in Canada) 57 
Not answered 6 
5. Wheat is your Firm's principa] Interest? 
TOTAL 
SAMPLE 


No. Pet 


Respondents 58! 100 


Retal! and Wholesale 20 
Industrial, commercial goods, or 

commodity production 19 
Professional services 18 


Transportation, utility, and 


related services 10 
Consumer goods production 2 8 
Heavy and light construction 

(including shipbuilding) > 
Primary only (mining, logging, fishing) 3 
Other services ©) 1] 
Other Genera! 4 


Not answered 2 
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1 A letter I mailed to every M.P. at Ottawa. 


4 Dear Member of Parliament: 

2 It am enclosing a copy of my Brief whick I 

6 will present to the Royal Commission on taxation. 
7 It is your prerogative to deeds or disagree with 

8 it. However, I think this is an opportunity that 
9 every person snould take advantage of, interest 

10 thenselves and should not let pass by. 

11 Canada needs a reformed parliament. The 
12 party system snould be abolished. Parliament 


13 cnould appoint the administration. When the 
adzninistration is apnointed by a leader of a party 
it is very close to the principles of fascism - 
centralized authority. 

Every Member of Parliament should ascertain 
from sheir constituents the conditions and results 
wanted on every subject matter ... not what a 
political party or the Member of Parliament wants 
to give or do for them. This would be democracy... 


policy coming out from the people. Let us have 


In Canada our Government, irrespective of 


party, does the same thing as Hitler did. When 


ee 
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ecame Chancellor of Germany he called the 
Reichstag tozethner, made a short speech and told 
trem that tne Netional Socialist German Workers 

r nad a policy “We don't need you to put our 


policy into effect, you can go hone." We do the 
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same thing, only in a more diplomatic manner, 
by a system of artifice. 


In parliament all policies come out from the 


on 


government, the cabinet and, if the governmen 
nas a majority of members, they know then and 
nere tnat their policies will become law. 


When a policy is presented to parliament 


1 the form of a bill, there will then be speakers 


ae 
4 


wrangling and mud-slinginzg and when the time comes 


government will whip out their rubber stamps to 
vote for that bill, and the whips on th opposition 
Side will whip out their rubber stamps to vote 
against the bill. It would be idiotic to call that 
democracy. 

if there ever was a word misunders tood, 


misconstrued, twisted and made to mean anything 


| 


but what it does, that word ‘s democracy. it 


is 
not nor ever was a Greek word. It was a coined word 
by joining these two words "Demo" and “Cracy” 
tosetner and, when joined, the word “Democracy” 
Came into being. 

The word “Deno" is derived from the Greek 
word “Demos” and "Cracy" is derived from the Greek 


word “Kratos” meaning the people's authority, and 


where there is authority there is power. Then, 


people nave? Very little. The only power they 
nave, while important, is the vote and that is 


a very minute part of democracy. 
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The ancient Greeks nad it in these words... 
Demokratia Kratos Kratein...meaning "The people's 


wer and authority to rule." Note carefully - 


te) é 


O 


not to be ruled nor to appoint or elect rulers, 


rs 
O 
vet 
OQ 


elegate this power to any Oligarchy, such as 
political parties. We cannot have deisocracy and 
political parties at the s me tine, Party neans 
pert of and, in this case, part of the people, and 
a smell part at that. The word "Democracy" has no 
adjective, affix: suffix, Prefix» such rag political, 
economic or social. 

im essence we use the old Roman system; the 
people elect their rulers and they are miled. Eacn 
pércvy clains to rule the people better than the 
2b2ers...the antithesis to democracy. Lt is my 
opinion the party system and responsible governrent 
snould de abolished and in it's place we chould 
establish a responsible parliarnent. 

Tre policy should cone out from the people 
tarougn the parliament Stipulating the conditions 
and results required per Sub ject matter, but refrain 
fron stipulating methods as to how is should be done, 


Parlianent to process there policies to become law, 


seb) 


nd then nanded over to the administration whon 
parliament nas appointed and they to fina the methods, 
Taiz would be democracy...Greek "Denos Kratein” 

tae people rule, Policy should not cone out from 

@ political party nor out fron tne governnent. 

We read and hear mech about Communism but 
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to why we have Communism. Communism is not a cause... 
it is an effect, due to a cause, and the cause is 
easily found. Poverty and semi-poverty is the 
cause, which is orought on by inequitable dist- 
ribution of goods and services, which brings 
dissatisfaction. 

it is our debt financial system which is the 


root cause, and this system is in the hands of an 


Oligarchy who, by artifice controls sovernment and 


industry. Communism and Socialism take their 
basic policy from Karl Marx. Their difference 


is the method to obtain their ends. 

Poverty and sem-poverty is an absurdity and 
snould be abolished, Money is the instrument to 
distribute the abundance that we have and money 
snould be the servant of the people, not their 
master, as it is. Finance must work for the people, 
not work them, as it does. Production is not the 
problem. Distribution (consumption) is the problem, 
and this can be accomplished. 

There is a subtle power who keeps ‘the people 
in subjection and that power is finance, and finance 
means the art to provide money and that art is in 
the hands of an Oligarchy who, oy artifice, keeps the 
people in debt, Money is the createst power on 
earth and that power should be in the nands of the 
people throuzh Parliament. 

Why is it that the people must depend on the 
bank borrowers for their supply of money, and why do 


you uphotd 4+? It cannot be denied that money comes 
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into existence by borrowing from the banks, and the 
banks do not lend the depositors money but every 

pan loan creates a new deposit and when repaid, that _ 
deposit is cancelled out of existence. Money 

reflects debt and not goods and services and is a 

power bezond the control of the people. It is a 

power that*controls covernnents and will control 


tre present sovernnent unless the Members of 


irough parliament, where it belongs. 
Unemployment can be overcome by financing 
usins our national credit without 
creating a! @ebt-morinftbation. This would nove 
goods and services wnaich would have to be replaced 
and that would create employment. 

Wnaom do our members of parliament represent? 
meir party or tneir constituents? If they re- 
vresent their party, then ther hnoodwink their 
conctituentc; if they represent their constitvents, 
tren they must ignore their party; they cannot 
serve two masters. 

Wren we so to the poles to vote we say by 
our action "I choose John Doe, who represents a 
political party, sorand soy)and notrthe people, to 
rule me...to tell me what to do and what not to do, 
" 


for tne next four or five years. To call thrat 


democracy is nonsense, idiotic. I oppose the party 


Az a menber of Parliament it is your.dauty 


to study our monetary, financial and taxation system. 
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You will then find the fault and remedy. It is your 
duty to see that parliament has complete control 
over the cabinet, over the administration and over 
every institution, and that there is no power beyond 
the control of the people, 

It is yourrduty to sé@e«teat atl polietes come 
out from the people througn parliament, but not 
method...that belongs to the administration. It is 
your duty to see every Canadian kas access to the 
abundance that we now nave. It matters not who 
produces the abundance. This can be done. 

It is not your duty to become mere rubber 
stamps to be rounded up by the crack of the whips. 

Will you do your duty? 

Our Members of Parllament are bound to a 
political party dogma and they do what they are 
told. There will be no change until the people 
are able to delve, think and analyse and think things 
out for themselves and not allow the few to do the 


thinking for them. 


(Signed) G. V. Towle, 
2456 East 37th Avenve, 
Vancouver, 16, B.C. 
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Mr. G. L. Bennett, 

secretary, 

The Royal Commission on Taxation, 
Poo Box 466, 


Ottawa, Canada. 


Dear Sir: 

I have the honour to provide herewith 
ry Ga in the matter of taxation, which I 
trust may be of interest. 

This Brief is a personal effort and I 


nope it will be of some value. 


Yours very truly, 


(Signed) G.V, Towle, 
2455 East 37th Avenue, 


Vancouver 16, B.C. 
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i Mr. G. L. Bennett, Secretary 


ine Royal Commission on Taxation 
P. 0. Box 466, Ottawa,’ Canada, 
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xation system from our monetary system, as 


existence before taxes 


ri money suse come into 

8 can be collected. 

9 (2) Money comes into existence only by the 

10 dank borrower and he borrows as little as possible. 
11 Also, he is creatins a debt against himself and 

12 must repay and wren repaid, that amount of money 

13 15 taken out of circulation. 
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As it is, the taxpayer must depend upon 


15) the bank borrower to supply the money so that he 

16 can pay taxes. Taxes always increase the cost of 

17 zocds and services and reduce purchasing power. This, 
18 an turn, demands an increase in wages, salaries and 

19 fees, This @gain increases cost and is carried into 

20 Price, causinzs inflated values. 


Governments at all levels must borrow fron 
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22 tne banks before taxes can be collected. They 
23 corrow many ,.cillions and they spend it into 


cireszlation into the hands of the people. Tren 


blues lnvererct and that money is cancelled ont or 
exictence. This apnlies on all bank borrowing. 
(sj All bank borrowers must repay more than 
we, receive as they nuct pay interest: ietoeers 
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1 (5) part of an unpaid loan and that is mostly 
2 Government, hence increased debt. All bank loans 
3 are financial credit, book entry figures. 
4 (6) OurConstitution and the Courts gave 
5 Parliament the right to issue money in all forms; 
6 that is,.¢o0in,.curreney and.financial. credit. 
7 Parliament gave this right over to the banking 
8 system free; then, when money is needed, some 
9 person or persons, corporations, Government and 
10 others, must go to a bank and borrow back that 
11 hick was given them, create a debt and pay 
12 interest. I do not think anything could be more 
13 stupid. The Banks must not be blamed, the people 
14 must blame themselves 
15 iF) Before our taxation system can be chanced 
16 our monetary system must be changed. That right 
17 wnicn our Constitution and the Courts save 
18 Parliament: Parliament to empower the Banc of 
19 Canada to provide financial credit throuch the 
20 chartered banks, to finance all governmertal budcets. 
21 federal, provincial, cities, municipalities and 
22 other governing bodies, without debt. 

(8) Taxation sould not be for revenue purposes, 


but for a regulation device to control both inflation 
and deflation. Only personal income shovld be taxed, 
with proper exemptions. All other taxes chould be 

abolished. This would lower the cost of living 
Increase our standard of life, increase CONSH ADC LON 
and would brin 
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(12) and many otrer Marxian movements. Also , it 
would check Fascisn. 

£23) Under our debt financial system, debt will 
increase and then the amount of interest will increaze 
Which, sin turn, will cause taxes to increase. This 


increase goes into ‘cost endeis icarried into price, 


and up goes inflated values and, under our debt 


(14) I am not interested in the policies of 
50Litical parties.» 1 am interested in the people. 
I am not interested for myself as I am comfortably 


well off, nave traveled widely in our Provinces and 
everywhere I find poverty, and semi-poverty, mostly 


caused by debt interest and taxation. This condition 


should be abolished. -It can be done. 


(15) I have made a keen study of this subject 
for years and I find that under our debt financial 


system debt, interest and taxes will rise 2t a 
higner rate of speed, and there is nc power in tke 
country can stop this.other than reform. Before 
tne taxation system can be reformed our nonetary 


system must be reformed. 


(16) No person can claim that ther own their 

ome om Gther property as] omens author ity ‘has boieas 
claim on at and taxation is eating ints proventy 
very deeply. -L cannot see: it mecessarr te quote 


that effect is very iniquitous. 
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De N. Guenther, 


3325 Quebec St., 


Vancouver 10, B.C. 


January 17th, 1963. 
The Royal Commission on Taxation, 
P02) Box 466, | 
Ottawa, Ont. | 


| Dear sir: Re: Submission to the Royal Tax Commission on 


the origin and results on all-over taxation 


for Public Hearing, 


What does the word Taxation AS In our 
| English language, it surely means a portion, rate or 
percentage of an income or production. It surely is not 
a word that applies to cover up this confiscation and 
extermination that prevails, 

Do we speak English here in Canada, and mean 
otherwise, such as sales tax applied to the purchaser, 


vhere it should be applied on the person that is selling 


the services, is charged with a commercial rate when this 
commercial rate applies only to the Vendor. I wish those, 


in authority, would be good enough and use the dictionary 


| 
| 
(the Vendor). The purchaser of electricity, who pays for | 
| 
ad make sure just what they are doing, | 


How is an individual tradesman to maintain a 


living under present circumstances and taxations? He 


| 
| 
| 


| Days income tax on the money earned in wages where he 


{ 


cannot afford to pay the rent nor afford to have a house 
built by the contractor due to unemployment. This 
individual is circumstantially compelled to build a house 


| 


30] for himself to make his time worthwhile. In order to do 
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cost price, plus sales tax and improvement tax, yet he 
is not exempted from the income tax for the expenditure, 
How is an individual to compete and remain alive where 
fhe monopolists are making their profits in business tax 


free? How does the Commission account for such procedures 


Example One: 

The monopoly that generates electricity free of 
all taxes at the cost of the residents who already have 
paid threefold for the projects (dams and machinery) and 


where the electricity is a natural resource, which is a™ 


heritage and property of all residents, 


Example Two: 

Taxation so much per acre, is wrong, for 
preparing the summer fallow is an expense where no income 
can be obtained the same year in case of crop failure. 
ov could he possibly meet taxation and continue farming 


on @ sound basis? On the other hand, if he would have 


would not endanser him of losing the farm and would give 
him a better chance for re-establishment and the Tax 
Commiesion would have a better chance of collecting more 
revenue in the long rur, 

In fact, to be honest, one must state that the 
invisible God of these sons of David, as they call 
themselves, has submerged, There is no use of closing 


our eyes on that fact, how this devouring monster operates 


| 
| 
| 
been taxed (taking a portion) on what he produced, this 
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Example Three; 
For instances, the Granville Bridge that has 


been built a few years ago at the cost of Eighteen Million 
Dollars and the cost of many lives of the residents of 
Vancouver due to over-taxation which put them into 
suffering slavery and final death for that purpose for 


they did not have time, nor money to go to the Courts so 


| 
| 
they could defend their existence -- they were too ousy 
providing for their families where they denageey in 
exhaustion to raise the money for taxes in order to keep : 
their families fed and under a roof, Regardless of the 
deceased providers or bread-winners, the families were | 
dispersed, as they call it, into the sticks, | 
All the taxes and school taxes, paid for thirty | 
years or so, and schools been built by these people, had | 
to be left and they had to go. | 
Talking about widow pensions, there are more | 
investigators than widews collecting widow penstons. : 
These investigators, putting in their time by rigine im 
big cars at the cost of the money they deprived these 
unfortunates of who were entitled to it. 
The Workmen's Compensation Act operates on the 
same basis. How much taxes is the Commission receiving 


from these concerns, Eighteen million spent on the 


Granville Bridge -- how much has been spent on the labor- 


dollars, Just how much tax has been received and isn't 


it obvious that the rest has been divided between Che 


| 
ing force. No more than a couple of hundred thousand | 
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There is always big headlines in the papers on 
how much money is spent, in order to impress the readers 
that all is well, never the source where the money is 
going-to. The tradesmen and laborers (some) are lucky 
to get work six months out of a year, and spend the rest 
of the time like horses in the prairies behind the straw- 
stacks, and some remain unemployed. 

The Granville Bridge, the Oak Bridge, the Dies 
Tunnel, with five and ten miles of cloverleaves and over- 
passes, over all mudholes and ditches they could find in 
Vancouver; and the Second Narrow Bridge where they laid 
off ail tradesmen and replaced them with D.P.'s and scabs, 


So have an all-clear conscience for wreching three- 
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at the cost of the 1 
and the lives of those working on the bridge (the glass- 
cage and churches), 

Just how much in taxes has the Commission 


received from these concerns? 


Example Four; 


The contract awarded by our Acministration here, 
in Vancouver, to the Pacific Perinie outfit -- a project 
of about five square miles for Six Million Dollars, which 
is about three years in construction. This outfit has 
eguarded itself to the full extent, waste the taxpayers 


time and money, abuse tradesmen and laborers whd are 


or residents due to over-taxation 
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used to supply building material to the tradesmen and 
laborers at work, From one end to the other, this keeps 
some crews idle due to inefficiency in supplying the 
material to do the work with; so, they in supervision, | 
have an excuse to justify themselves to lay these men off | 
with the guilt imposed that they were not working; so, 
they the contractors, can accelerate their machines empty 


all around the project and fill their time sheets and 


| 
eOLvect: Plus. cesta: 
Example Five: | 

The Legions that are making approximately | 


i 


$9,000 a week in profits are tax free, because they donate 


some dollars and cents to the Red Feather, Liquor and 
Harbour Boards that are making tremendous profits without | 
spending, Are they paying taxes? How much in proportion | 


to the homecwners, and where are they applied? 


Example Six: 
The price of flour has been five dollars per 


sack for the last forty years and still is. Where the 
loaf of bread delivered, cost 5¢, a loaf now costs 20¢ 


delivered, The price for a can of hundred 1b. (10 gal, 


then delivered for 5¢. Now the producer isn't getting 
much more but the retailer is charging 23¢ a quart 
delivered, What are the taxes in comparison to the 


Producer and Retailer? 
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Example Seven: 


The Vehicle Insurance, Driver's Licence, Fire 
Pen aN The Fire Departments are operated at costs 
of the City Hall in Vancouver. With all these grant 
raises in taxation and a new imposed sales tax plus other 
tremendous incomes since 1946 with all of these incomes 
handed on a silver platter with no expense involved to 
he receiving, our country and livelihoods have been put 
into bankruptcy and destitution. Where previous to 1946, 
with none of these incomes in hand, all the able men were 
employed and maintaining a respectable livelihood and 
able to pay their taxes. In fact, the people on the 
whole were in a much better standing in comparison to 
present conditions with all these colossal gains in 
income, Are these incomes distributed? Isn't it obvious 
that all these crimes committed by the ones holding 
Government positions, defrauding the individuals of 
managing their livelihoods by enforcement of unemployment, 
secondary, taxing those maintaining their own livelihood 
out of existence, These victims have no protection 
against these criminals, They are not recognized by the 


ourts because they are committed by the Crown, 


c 


Example Eight: 


The N.H.A, homes built here in Vancouver since 
1947, and sold at so much down and so much a month -- 
what happened? They, the N.H.A., gathered all the cash of 
the purchasers. and all their earnings in about a period 
of fifteen years up to date, when the N.H.A., in co- 


ordiration with the authorities in power, ceased or 
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1] seized employment in order to foreclose on the purchasers 
2 ea resell the properties, Those people, who were still 
3], able to make their payments, their taxes have been raised 
4] almost double every year, so they can aporouridte the 
5| property for taxes and let the Real Estates sell the 
6| appropriated properties for them. When sold, the 
7| Administration is allowed to make By-laws to suit them- 
gi selves te appropriate rights of managing private owner- 
g| ship and maintain a vavettiedd by gathering all currency 
10] into their safes, plus owning all the properties 
11| 2ppropriated which gives them the power to compel the 
12] population into desitution to impose suffering slavery 
13) which automatically exterminates the human race, 
14 Now, gentlemen of the Royal Tax Commission, 
15] we must realize that we are living in the Twentieth 
16] Century of civilization, and not in a Stone Age of 
17] cannibalism where these confiscations and indirect 
18|| exterminations would take place. Don't you think we have 
19|| gathered enough knowledge through bitter experiences in | 
20|| the past two thousand years, that the actions mentioned 
21], above are out-modeled and out-lived -- they are no longer | 
22|| adequate in this stage of civilization, 
23 The authorities must use common sense in 
24 taxation for it has become a inconceivable security risk 
25|| to the people of elnaaalt 
26 The’ Crown, a Governing Force, is entitled to a 
27 portion of the incomes and productions only to the extent 
28|| that it does not end@mgr the lives of the people so tha 
29} said people can continue to maintain a human standard of 


30} living, still own their abode, and perpetuate théir 
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livelihood, 
s 
Under the present confiscations and indirect 
extermination tactics, the Government will be compelled 
to face grave catastrophic consequences and this is not 


because I feel or think so, but it is going tote so, 


and nobody will be able to do anything about it -- As 


the fate of the Titanic that run aground with all the 
people aboard, because of an intoxicated maniac and a 
sane and sober crew who foreseen the danger and warned 
the maniac, but did not have the sense to resign from 
their posts to avert the catastrophy. 

May I ask the Royal Commission -- how much 
revenue are you collecting from the uninhabited lands 
owned by the Crown? Is it a sound judgment to allow the 
foreign interests reap the natural resources, exploit 
the Canadiars, free of taxes, where the Canadian Citizens 
are taxed out of their livelihoods? n't it why these 
lands, uninhabited and under-developed, are kept that 
way, otherwise these lands would be producing and bring 
zocd revenue to the Crown? 

If you would be good enough and place yourself 
into our circumstantial conditions, where you would have 
to pay a tax on these Crown Lands to the people, so much 
per acre, just how long would ‘you be the owner of the 
land and now long would you remain alive? 

Now, if ycuwuld give the Canadians a little 
more leave-way in production, slackening of taxation, 
not to make people pay for something that does not 
produce, I'm positive that you would be able to collect 


all the revenue you needed, not committing these 
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Yours truly, 


D. N. Guenther, 


of indirect 
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, our resources must remain undeveloped or fall into the 


' hands of foreigners. © 
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ER. Welt, B.D. 
Certified Specialist in Internal Medicine 
923 - 5th Street 
New Westminster, B.C, 
A PLEA FOR USEFUL TAXATION 


The Canadian government is looking for additional 


sources of revenue. 

in this search, it has overlooked a simple device 
wnereby it can meet all its revenue needs from the income 
\ 
tax alone, 

in its present form, the income tax cannot be 
raised without doing great harm to the economy, In its 
present form, the income tax discourages initiative, It 


drives ambitious people from the country. It discourages 


investment. It reduces our investment capital so that 


This can easily be corrected. The income tax can 
be changed from an unjust, harmful tax to a just and 
useful tax. it can be used to encoursge, not discourage, 
‘nvestment. When it is changed to a useful tax, the rate 
of taxation can be raised with beneficial effects on the 
economy, 


To this end, I propose the following three amend- 


ments to the Income Tax Act 
1. For the purpose of calculating personal income 
tax, the individual should deduct from his taxable income 


whatever amounts he had registered in government-approved 


| investment or savings plans; but he should add to his 


taxable income any amounts withdrawn from such registered 
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Savings, 

2, For the purpose of calculating corporation 
income tax, the corporation should deduct from its taxable 
income all dividends paid to Canadian shareholders. 

3. Capital gains should be taxed in the same 
manner, and at the same rate, as ordinary income. 
Amendment No, l. 

"for the purpose of calculating personal income 
tax, the individual should deduct from his taxable income 
whatever amounts he had registered in government-approved 
investment or savings plans; but he should add to his 
taxable income any amounts withdrawn from such registered 
savings," 

At first glance, this amendment may seem super- 
fluous. 

The Income Tax Act was amended in 1957 to exempt 
from immediate taxation a portion of income invested in 
government-aporoved annuities. This was a move in the 


right direction but it did not go nearly fF. enough. No 


more than 10 percent of one's income could be so exempted, | 


Only a few types of investment were allowed as an exempt- 
ion and most of these entailed hiz. brokerage or manage- 
ment fees, The conditions under which the savings could 
be withdrawn were not sufficiently flexible, The rate 
of taxation, moreover, was not high enough, in my 
estimation, to compel people to take advantage of this 
exemption, 

This amendment should be extended so that the 


taxpayer could deduct from his taxable income whatever he 
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The income earner would not be taxed on what he earned, 
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ANGUS, STONEHOUSE & CO. ee 
invested in government bonds, investment funds, corpora- | 


tion bonds, stocks, life insurance, or even bank deposits, 


Then the personal income tax would be a just tax. 


but only on what he spent for his own consumption. What 
he put back into the productive capacity of the nation 
would be tax-free for the time being. It would be taxed 
not when it was invested but when it was withdrawn from 
investment. 
The personal income tax would be changed, in etmaatl 
to a consumer spending tax, 


A consumer spending tax is the fairest of all taxes| 


All taxes are, of course, taxes upon what the consumer 
Spends; but whereas other taxes fall unequally upon | 
particular commodities (e.2,., a sales tax is added to the | 
cost of an electric razor but no equivalent tax is added 
to the cost of a haircut), a true consumer spending tax 
falls fairly on everything that the consumer buys or 
rents, whether it be goiite services, or real estate. 
It is not fair to tax necessities and luxuries 


alike, Luxuries should be taxed; necessities should not, 


We have tried to adjust our sales taxes, excise taxes, 

and "luxury taxes" in such a way that they will apply to 
luxuries but not to necessities, but the attempt has 

been in vain... One pain of ian is a necessity and should 
not be taxed; twelve pairs of shoes are a luxury and 
should be taxed; but what tax can differentiate between 
them? 


The fairest way, and in fact the only way, to tax 
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Bi 
1] luxuries while exempting necessities from taxation, is by : 
2) means of a graduated consumer spending tax. It allows 

3) every consumer to spend a certain amount each year for 

4] necessities without paying any tax. It taxes only those 

5 consumers who Spend more than their share. The consumer | 

6| Spending tax is a penalty for over-spending. If a consumer 


7| Spends less than his quota, he has to pay no tax no matter 


8| how much income he earns, If he svends more than the 


9| quota, however, he must pay a steeply-progressive tax. 


11] The basic exemption for the income tax at present 


12| 1s $1000, This is probably a bit too low an exemption 


| 
10 How high should the spending quota be? | 
: 


i3| for the consumer spending tax, A $300 exemption for 


4) children is certainly much too low. Since the production 
| ¥ 


15 of consumer goods in Canada now exceeds $1500 per capita, 


tJ 
oo 
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16; the consumer spending quot: 
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17|| $1500 per year for every man, woman, and child, Thus, a 
18 married man with two children should not have to pay 
i9|| any tax as long as he did not spend more than $6000 a 

| 
20} year. 
211 Above this basic exemption the rate of taxation 
22|| Should be high, and it should be steeply graduated. The 


23) present rate of tax on personal income starts at 11%. 


24|| Even this rate is too high when it is levied on income, 


26 much higher rate, It is even recommended that the rate 
27| start at 50 percent of the next $3000 of taxable (i.e. 
28 un-invested) income, 75 percent of the next $6000 of 


29] income, 873 percent of the next $12,000 of income, and so 
30 


| 
25|| A tax on consumer spending, however, shold start at a 
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The higher the rate of tax, the more incentive the 


2) taxpayer would have to save and invest his money. 


This shows the important difference between the 
Seay tax and the consumer spending tax: a high rate of 
taxation on consumer spending encourages investment, while 
a high rate of taxation on personal income reduces the 
amount which the taxpayer can invest. The consumer 


Spending tax is a useful tax, and it can safely be raised 


| to a high rate, while the income tax is a harmful tax 


and any increase must be avoided, 


The income tax is a much less effective means of 
controlling consumer spending. Once a man has paid the 


tax on his income, he is free to spend the remainder of 


| his income any time he wishes. There is no further check 
| on the volocity of his spending. The consumer spending 
| tax, by contrast, acts as an effective check on the 


| velocity of spending. By adjusting the consumer spending 


quota and the rate of taxation, the government can 
effectively control therate of consumer spending. The 


consumer Spending tax is a precise tool for the control 


| of the national economy. 


It would be a pity if such a useful tool were used 


| for nothing but to balance the national budget. If the 


; conSumer spending tax raised enough revenue to equal 


government expenditure, that would be a co-incidence, 

but of no practical significance. What is fnvtirkant is 
that the rate of consumer spending within the community 
should be set at such a level that neither over-consumptio 


nor under-consumption should result. Too high a rate of 
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1| consumption would result in a depletion of inventories, 


2) increased imports, and a consequent rise in prices; too 


3| low a rate of consumption would result in undesirably 

4| high inventories, unemployment, and slight lowering of 

5) prices, The consumer spending tax should be adjusted to 

6| maintain a satisfactory balance between these two extremes 
7 Up to now, the government has had no effective 

8| means of dealing with over-consumption and under- 


9 consumption. When a recession is imminent, the government 


10/ may embark upon a crash program of public works; such 
11; programs are usually wasteful and they usually take too 
long to set in motion, 

Alternatively, when a recession is imminent, the 
i4| government may lower interest rates and offer tax con- 
15|| cessions to corporations in order to encourage more 


16| Spending for business expansion, This remedy fails too 


ae 
w bd 


17; often because business expansion also takes a while to 
18 get under way, and even then it offers only a short-term 
19] solution to the problem of under-consumption, 

20 The ineffectiveness of these measures contrasts 


21|| sharply with the absolute control obtainable with the 


22] consumer spending tax. The consumer spending tax could 
23|| be varied from year to year or even from month to month 


24| (in the unlikely event that this was necessary) to bring 


25|| about the correct level of consumer Spending. When 


27|| Consumer Price Index would indicate that the spending 
28| quota should be raised; when inventories were shrinking 


29] too fast, a small rise in the Consumer Price Index would 


26] inventories were excessive, a small reduction in the 
30 
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| 
1; indicate that the spending quota should be lowered, | 
2 Thus the government could prevent creeping, or | 
| 
3| galloping, inflation; and thus also prevent large-scale 


4| unemployment and depression, These should be the first 


5 aims of government financial and taxation policies, 

6 Another advantage of the consumer Spending tax, 

7 no less important, is that it would be a form of compul- 
8 sory saving. It would encourage Canadians to Save. As 
9! their savings increased, so would their financial security 
10 They would have less reason to fear unemployment or 

11: disability. Their sense of participation in the national 
_ wealth would make them more conservative, more law- 

13' abiding. 

14} The amount of money available for investment in 
15) Canada would be greatly increased. This would help bring 


down interest rates. Bus‘ .ess expansion would be 


17 encouraged, 
18 || These beneficial effects would be further augmented 
19| by the second proposed amendment, 


20) Amendment No. 2, | 


21 "For the purpose of calculating corporation income 
22; tax, the corporation should deduct from its taxable income 
23), all dividends paid to Canadian shareholders, " 

24 This amendment would correct a long-standing in- 


25| justice. It would avoid double taxation, Since the 


27|| taxed by the Canadian government, it is quite unjust that 


26| recipient of the dividend, if he resides in Canada, is | 
{ 
28 || the income of the company should also be taxed, | 


29 Moreover, since mortgage interest payments are 
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accounted as a business expense, why should not interest 
or dividends on bonds and stocks be Similarly accounted 
as a business expense? 

The government, by way of acknowledgement that it 
is unfair to tax a corporation and also its shareholders, 
allows a dividend tax credit to the shareholders on their 
personal income tax. It would be fairer and more bene- 
ficial to drop the dividend tax credit and allow instead 
the corporation to deduct its dividend payments (to Can- 
adian shareholders) from its taxable income. 

This amendment would give a competitive advantage 
to a corporation owned by Canadian shareholders over 
another corporation owned by non-Canadians. From the 
taxation standpoint, every company would find it 
advantageous to be owned by Canadian shareholders, 

The main purpose of the corporation income tax, 
then, would be to discourage foreign investment in 
Canadian industry, and to extract a bit of the profit 
from that investment. The tax rate could be raised or 
lowered depending upon whether we wished to discourage or 
encourage foreign investment in Canada. 

The high rate of return on investments in Canada 
has attracted so much foreign investment that most of our 
industry is now owned by non-Canadians. This is an un- 
healthy state of affairs and should be corrected in an 
orderly fashion by buying out foreign investors, 

Tax exemption for investments would give Canadians 
the means with which to buy out foreign Shareholders; the 


corporation tax on foreign-owned companies would give 
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1] foreigners an incentive to sell, 

2 Ultimately almost all Canadian companies would be 
3) owned by Canadian shareholders, When that time came, the 
4| government would collect almost no corporation income tax. 
5| Instead the corporation would distribute the extra profit 
6| to their shareholders, and the government would derive 

7| its revenue through the personal income tax. When that 

8| time came, the main purpose of the corporation income 

9| tax would be to encourage corporations to distribute 

10| their earnings rather than accumulate large amounts of 
11/ capital. 

12 The advantage of such a system are well described 
13} in the Rowell-Sirois Commission report (1940): 

14 "Corporate income taxes are not real income taxes. 
15) They apply to Corporate net income at a flat rate, but 

16) are not adjusted to the net income of the corporation 

17|| owners at either a uniform or graduated rate. And althoug 
18; they are not a fixed charge on business, in the same way 
19); that specific corporation taxes are, they penalize . 
20| investment in industry (particularly during a period of 
21| successive rate increases) as compared with-other forms 


22) of investment, or hoarding. It is, of course, impossible 


23|| to calculate the amount by which diversion of investment, 


24) increased business costs and elimination of marginal 


25|| enterprises reduce the national income, increase unemploy- 
26) ment and weaken Canada's competitive power in internation- 
27| al trade. But these consequences are regrettable since 

28 every penny now raised by direct taxation on business 

29] could be raised without any of these disadvantages by 


30] properly adjusted taxation on business owners, " 
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Amendment No. 3, 


"Capital gains should be taxed in the same manner, 


and at the same rate, as ordinary income." 


This amendment helps complete the transformation 
of the personal income tax into a consumer Spending tax, 
If capital gains could be spent without being 
taxed, the government would lose part of its control over 

the rate of consumer spending. 

A tax on capital gains has been opposed in the 
past because of the alleged fear of discouraging invest- 
ment. The other two amendments porposed here would 
provide such a stimulus for investment, however, that 
such fear would be groundless, 

A tax on capital gains has also been Opposed on 
the grounds that it would necessitate more complicated 
accounting. Other countries with a capital gains tax 
have not experienced any inordinate difficuity in its 
collection. In fact, by taxing capital gains and income 
in the same way, many arguments over whether a given 
profit is income or capital gain would be resolved, 

Adjustments. 

The three amendments proposed here will be adopted 
sooner or later by every Dhani) Boece: 

(a) they will be highly acceptable to taxpayers 

and the electorate, and 

(b) they bestow a competitive advantage, so that 

the country which adopts them first will 
become more prosperous than its competitors, 


There is no reason why these amendments should not 
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1} be adopted in Canada immediately. 


2 


‘Oo 


| nigsher rate of taxation. 


The second amendment, when adopted, would tend to 


educe the revenue from the corporation income tax. This 


un} 


“gould be vartly offset by dropping the dividend tax credit 


and partly by raising the rate of corporation income tax, 


The third amendment would give the government 


| edditional revenue, 


The first amendment, coverting the personal 


income tax to a consumer spending tax, would have some 


| very complex effects on the economy, almost all of them 


beneficial, and none of them seriously harmful. 

It would restrict, to a certain extent, the sale 
of luxury goods in Canada. People who are accustomed to 
ependinzg all their earnings would have a strong incentive 
to save and invest part of their income. This would 
require some shift of pro istive effort from luxuries to 
more utilitarian ends. 

If consumers continued to spend at the same rate 


as they do today, the sovernment's revenue from the con- 


tr” 


pending tax would be much higher because of the 


Let us consider, however, what would happen if the 
consumer spending tax was such a strong stimulus to saving 
that nobody exceeded his spending quota, and nobody had 
to pay any consumer spending tax. 

In that case, many goods and services ann bought 
by consumers would remain unsold. The amount of invest= | 
ment money would increase, and interest rates would fall. 


Industrial expansion would be encouraged by the low 
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interest rates, and Sea ee of necessities and indus- 
trial machinery would be more profitable. 

In 1961, Canadians spent about $28 million for 
consumer goods and services, or about $1500 per year and 


if nobody exceeded his quota, many goods and services 


now bought by Canadian consumers would have to be sold 
elsewhere, or remain unsold, 

Many consumers do not have $1500 a year to spend. 
Many pensioners and welfare cases have to live on $700 
or less per year. The average annual wage in Canada is 
about $4500 per year, and a man who has to support a 
wife and four children, say, on that wage will be able 
to spend only one-sixth of $4500, or $750, annually for 
each of the consumers in his family. Unless other con- 
Sere spend more than $1500 annually, much of the nation! 
output of consumer goods would have to be exported or 
remain unsold. 

Canadian SE nots would thus be compelled to 
find larger foreign markets for their goods. Canadian 
exports and sales to tourists would be pursued more 
aggressively to make up for the reduction of the home 
market, ; 

At the same time, Canadian imports of foreign- 
made consumer goods and Canadian travel abroad would be 
greatly curtailed by the tax on consumer spending. 

These effects would combine to strengthen the 
Canadian dollar. The dollar, now set at 92 cents American 


would tend to rise. Such a rise should be avoided, 


however, because the discount on the Canadian dollar is 
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proving very helpful to Canadian export and tourist trade, 
With such a large surplus of Canadian consumer goods to 
be sold abroad, it would in fact be essential that the 
Canadian dollar remain at its present value, or even 

drop to 90 cents American. 

To maintain the discount on the Canadian dollar 
in the face of such a favourable balance of trade, 
Canadian investment funds should flow outward. Part of 
this investment would be capital spent for business 
expansion in Canada. An even larger part would be for 
the re-purchase by Canadians of Canadian securities owned 
by foreigners. At the same time, the flow of investment 
money into Canada should be reduced, All these results 
could be achieved by lowering the rate of interest in 
Canada to the point where foreign investment was not 
attracted, 

The consumer spending tax would thus make it 
necessary for interest rates in Canada to be lowered, and 
av the same time would make it possible for interest 
rates to be lowered, The money which consumers would 
have spent on bei goods would instead be invested ~ 
in our own industry; foreigners would be encouraged 
to buy our consumer goods and to relinquish their hold 
On our industries. This is the true meaning of an 
"austerity program", 

Eventually a stage would be reached wakes almost 
all Canadian industry was owned by Canadians. At that 
time, the value of the Canadian dollar would rise, and 


it would be more difficult to sell our goods abroad, To 
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compensate for this lack of foreign sales, it would be 
| necessary to raise the consumer spending quota so that 
| Canadian consumers would be able to purchase our excess 
} production, 

Meanwhile how would government finance be affected 

Under our assumption that every consumer stayed 
within his quota so as to avoid paying the spending tax, 
|} government revenue from this tax would drop to nil. How 
| would government then meet its revenue needs? 

We have assumed that the consumer spending tax 
induced Canadians to spend only $18 billion for consumer 
goods instead of $28 billion. This means that they would 
| have an extra $10 billion a year to invest over and 
above what they are now investing. Perhaps $3 billion of 
this might be spent for the purchase of foreign-owned 
securities in Canada, $3 billion might be spent for 
construction and plant expansion in Canada; but there 
would still remain $4 billion for investment. The govern- 
ment could require that this be invested 7%: government 
bonds. Thus instead of the government receiving $2 
billion in income tax, it would receive $4 billion by 
way of investment. Although the national debt increased, 

C} 
it would not be a debt that Canadians owed to foreigners, 
but a debt that Canadians owed to themselves. 

The government, in short, would receive more 
money if nobody paid the consumer spending tax than it 
does now through the income tax. With this extra money, 
the government could afford to reduce its sales and 
excise taxes with further benefit to the economy. It 


could negotiate with the provinces to have provincial 
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sales taxes eliminated. It could negotiate with foreign 


oH 


sovernments for mutual reduction or elimination of tariffs 
Moreover, with each of these tax reductions Canadian 
incomes would rise and the amount of money available for 
investment in Canadian government bonds would increase 
faster than taxes were lowered, 

But what about the interest charges on this debt? 

Peoole would invest in government bonds to avoid 
texation even though the interest rate on government bonds 
dronpoeid to one or two percent. There are only so many 
investment opportunities in Canada. Each year the amount 
available for investment would increase, The 
tax exemotion would only be allowed on Canadian invest- 
mente. After all foreign-held Canadian investments had 
been bought back, Canadians would have so much invest- 


ment money left over tha’ they would haye to invest in 


Oo 
ae] 
(O) 
a) 


‘ament bonds even if the bonds paid no interest. 

How can this government debt be paid off? 

It does not have to be paid off. It is a capt%ve 
. reonle can only withdraw their money at a certain 
rate; if they withdraw more rapidly than the quota 
allows, they must pay a tax. As one man withdraws his 
ze to spend them, another man must buy more bonds 
tn order to escape taxation, 

Many of the functions now carried out at govern- . 
ment expense would be carried out by private individuals 
if they could withdraw their registered savings to do so. 
Other calls for government assistance would be reduced 


as people had less need for welfare payments. 
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What would be the role of the Bank of Canada? 


Its role in this process would be to see that 


interest rates in Canada stayed at or slightly below those 
prevailing in the rest of the world. Certainly it is 
| folly for Canada to try to maintain interest rates higher 
than those in the United States. If our interest rates 
were Slightly below the American, the ownership of 
i Canadian industry would be gradually taken over by 
Canadians, and during this time the Canadian dollar would 
remain lower than the American dollar. The Bank of 
Canada, therefore, should purchase government bonds and 
other securities in sufficient quantity to hold Canadian 
interest rates at that level. 

Conclusions. 

To determine whether a tax is useful, one must 
ask whether an increase in the rate of that tax would 
benefit the country. Using this criterion, one can see 
that almost none of our present taxes are useful. 

Amendments to the income tax have been proposed 
converting it to a useful tax. The amendments are as 
follows: 

1. For the purpose of calculating personal 
income tax, the individual should deduct from his taxable 
income whatever amounts he had registered in government- 
approved investment or savings plans; but he should 
| add to his taxable income any amounts withdrawn from such 
registered savings. 

2. For the purpose of calculating corporation 


income tax, the corporation should deduct from its taxable 
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income all dividends paid to Canadian shareholders, 
3, Capital gains should be taxed in the same 
manner, and at the same rate, as ordinary income. 
Adoption of these amendments would allow a sharp 


increase in the rate of taxation with resultant benefit 


| to the economy. 
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Quotations have been taken liberally from a 


| book by this author, Are Taxes Necessary? (1958). 


. Edward F. Weir, 
w Westminster, B.C. 
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Representations Submitted by 
Jas. A. Smith, 
521 Agnes Street 
New Westminster, B.C. 
to the 
ROYAL COMMISSION ON TAXATION 
Canada 

This submission is tendered by J.A. Smith, 
senior partner of Smith-Reed Printers, which firm carries 
on business at 521 Agnes Street, City of New Westminster, 
Bf. 

The personnel consists of five permanent 
employees and both partners produce some of the material 
as time is available to them. 

The plant has been in operation 33 years. 

Fine paper is processed by letter-press and 
lithographic methods. A considerable amount of bindery 
work is also done. 

The following pages I hope will illustrate not 
only the need for tax reduction related to small business 
but also a great urgency for reform in the application 
and method of collection for those who are required to 
collect trust funds on behalf of our Governments. 

Possibly I have not followed parliamentary 
procedure but the statements made herein are sincere and 
in the belief that the criticisms may be constructive. 

It is hoped that this Commission will accept at 
least some of the suggestions for reform as a down-to- 
earth appeal for relief for many people who are known as 


“small operators” of wholly Canadian-owned businesses. 
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sha On March 17, 1961, Mr. J.E. Coyne made the 
following statement: 
"The fundamental question which we ae: decide 
one way or the other for ourselves, is whether 
we are prepared as a-nation to live by our own 
exertions, to save out of income what we think 
we need for future growth and development, and 
to finance and control our own development to 
such a degree that the Canadian interest in 
Canadian industry shall in future increase, 
instead of continuing to decrease." 
2) It is indeed unfortunate that some of us 
engaged in secondary industry have so little control over 
our own destiny. Year after year we experience a new tax 
or an increase in an old one. Three distinct governments 
keep clawing at us for more and more money - some of them 
Knowing or caring little what we are paying to the others. 
3) If, during the next twelve years, taxes 
increase as they have in the past twelve, there can be 
no stability in business. And without stability and 
incentive to reinvest earnings, secondary industry will 
have a bleak outlook, 
4) if any surplus funds were accumulated, they 
could better be invested in Government 54% Parity Bonds, 
or mutual funds, without the uncertainty of expanding a 
small business with a meagre profit (if any) after taxes. 
5) If those people who attempt to run our public 
affairs cannot assess what is needed to inspire confidence 


in Canada's future, perhaps they could enquire from 


é oad) 


Aca ti |e aT? 
ia I paar 


one i ori se a i 


vant May q ii uid 
DAG Si i uh je TM rik: \ jal a 
Mitel j iter) ase bial ee Peet { 4 pi 
Vin Ms be hy i Al i Me fil i Le il iw 7 fl engi | 4 it uy Hata i 
Hae LD, : b 
Cue tia fi ll j ba 7 ye vu i ft 
'. ( r “| ' | Me i el 
i ¥ a et Mi | al) ‘ Lae, : ” 
ad Gass) 4 4 one wie I ' ; fp eer . = 
‘ t Mast, 
Ae sii Una Pt Me di Cys Pt ha! iit = Pe Ee hee ear al : | ' LH dt 
‘ Waptite bith Mani Wet my f 
| ut} H . 
¥ r 
a ULAR ALTA ; Re aliwaged Faas aml i 
ii- } 


‘ ey 
\ ) iby 
X D i. 
ate 
i 
a3 Bi 
al 
» 
\ 
ih 
i] 
; ¥ 
ee it 
jw 
a ) ‘ a ; 
art ; wr 
i } , } i ; 1 er Le 
; y te ae .. 7" 
' | * \ fi ‘ ' 
TRU k ae Re i. } . 
fr a pang | — : j ‘ 1 ' ; 
1 f A f i” 


a ih 


Bt OC 


at, ier 7 7 Nol i i a 


TORONTO, ONTARIO 3 


countries which appear to be thriving by their industry. 


6) People, such as ourselves in the printing trade. 


q 
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ss I trust that this Commission will point to our 
Governments the need for consolidation and simplication 
of taxes, so that the physical and financial burden of 


are weary of government interference in our business 
caused by our too many tax collecting divisions. 
tax collection by industry will not remain so’ onerous. 
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Tariff Protection of Fine Papers: 


ay In 1952 forty-four companies which manufactured 
and distributed fine paper in Canada were accused of 
operating an illegal price fixing combine. Many pleaded 
guilty to the charges and paid fines which were nominal. 
2) Mr. MacDonald of the Combines Investigation 
stated that the combines had existed "in one way or 
another for the last 17 years." 

3) A few years later 17 manufacturers of paper 
were found guilty of fixing prices and fined -from 
$6,000.00 to $25,000.00. A number of these firms were 
second offenders. 

4) After the second conviction I complained to the 
Federal Government that the fines in both instances 

could result in no penalty whatever as the companies 
concerned had a simple method of recovery by raising 
prices again on their products, which at that time had 
become a habit. 

5) At the conclusion of the first trial, Mr. 
MacDonald of the Combines Investigation, recommended 

that fine paper manufacturers be controlled under regula- 
tions similar aes imposed by Public Utility 
Commissions, or, in the alternative, that duty on fine 
paper imported into Canada be reduced or eliminated "as 
one way of infusing new competition into the industry." 
6) The present duty on imported fine paper is 223% 
plus 5 to 10% austerity surcharge. 

7) Neither of his recommendations were adopted. 

8) One fine paper mill located near New Westminste 


recently came into production but the eastern manufacturers 
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met the prices of the new mill to the fraction of a cent 
per pound, in spite of some 3,000 miles of freight 
charges. And not surprisingly, the price anaes from 
various sources arrived almost simultaneously. 

9) Prices on standard brands of fine paper are at 
present identical as to respective grades although slight 
variations in quality may exist. 

10) Surely some companies which have twice broken 
the laws of Canada do not merit high protection. I would 
therefore suggest that this Commission endorse the 
recommendations of Mr. MacDonald and ask for their 


implementation. 
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EXCISE DEPARTMENT - SALES TAX DIVISION: 


2) During thirty-three years in business we have 
encountered far too much unnecessary trouble caused by 
the Sales Tax Division. We have suffered from both 
wrong and indefinite decisions on their part. 

2) We asked the Vancouver Office if goods sold to 
the Dyking Commissioner at New Westminster were taxable - 
they said they were not taxable. Ottawa office reversed 
this decision. 

3) We asked the Vancouver Office if ingredient 
tags attached to bags of cattle and poultry feed were 
taxable - they said they were taxable. Ottawa reversed 
this decision. 

4) We asked the Vancouver eine if printing on 
fruit tree tags was taxable. They quoted an Ottawa 
ruling which said that if the tag was attached to the 
tree itself, it was taxable but if the tag was attached 
to any wrapper of the tree it was not taxable. Unfor- 
tunately time was not available to find out what the 
nurseryman did with 17,000 fruit tree tags. 

5) The regulations, past and present, state that 
a person or corporation may print for its own use 
material not in excess of $3,000.00 in any one year, tax 
exempt. But some person in the Excise Department ruled 
that tax collecting printers were not entitled to this 
exemption, 

6) From time to time during this 30 years of 
discrimination we asked for an explanation. One answer 
we received was positively stupid. But each time an 


audit was made of our books by an Excise man, we were 
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assessed and taxed for amounts under $3,000.00. But in 
spite of our protestations this arrogant discrimination 
persisted against all licensed printers in Canada. 

7) Upon receiving another assessment of some 
$48.00, we sought legal advice and we were told that we 
were not liable for the amount claimed. We so informed 
the Department but they continued to bill us adding 
penalty and interest. In amass of further correspondenc 
I asked, requested and challenged them to take the matter 
to court, pointing out that as citizens we had an inheren 
right to defend ourselves. This they refused to do and 
continued billing us. 

8) By a last effort, dated August 6th, 1959, I 

was fortunate in getting through to the Minister of 
National Revenue. Ina letter dated September 1, 1959, 
he stated in part - “it was realized that the regulations 
were, perhaps, not as clear as they might have been and 
we were impressed with your argument ... . we propose 
to recommend remission by Order-in-Council of the Sales 
Tax which has been in dispute." 

9) A copy of the Order-in-Council was duly 
received and thirty years of illegal taxation against 
licensed printers had ended. 

10) Unfortunately a situation still survives which 
is detrimental to licensed printers. Corporations other 
than printers, may produce printed matter on their own 
equipment up to an amount of $3,000.00 a year, tax free. 
In other words, some corporations are bonused up to 
$330.00 a year if they do not purchase material from 


licensed printers. I am informed that there are some 


bec ala ide eed 
ve a ee 
eae aa jae ee 
cals ; 
th er 7 ae = ee os " Pde nA 
ate i beet apa 
a f 


ke q 
Mics cr say 


A un 


sO ae i “4 ih ? 
cael adh aoasisan nto Liane 


Bem ik ACMA sarong poanse ht ma | 
yA is of a4 


wiht Smad m. bie ow oe 189% tate a et 


ny piesa Me oo Lay 
polat tescton ot peatrodtue ib wgne ow. tiaxts ole OU, it fe ae 


sate raneqee densiestw; Rese ieubbone volt. ar hy: 


aia phate rst ies uh eas 4 a alibe: me ae ae ee ie f 


wy : on { mt | 
; isda atti ay ah: Gna” Bent Dube evibte Pad, vipa esmecettt ie ripe if 
if a i 
¢ j Ve 
oe pi? mune She tI sero a] Srigy hey ‘ef ingude oe DS 3) Pasien oy ne : ' } 
Ola 
owe ehh Yat nace nobertmttveramt bak Digei's "ae Ltn: doe 
ey if 26): ‘ } Ma i 
i) fade sie in wt tose La beh heotiae caimdeisinyl eae i) 
‘batstod Biniht: Ween prekAiarragn ain acid Kedah Freeing og alt 
, i hi 
iy , rf ah ‘ 
ie teert lt ener ood toon ah avamivee 4ff - tadiy We 
a4 MRE £ 
qeteninten! we a vetatug « biov mam estore BM ay 
Near . j | 
a -seqoteved solic tend hones coder: a NL Dats EAE vie 
te | i . 
* ett auf eeerbhn tricter 6 bedaing fae vem enty ae) Sten + ts 
ghee tom eleas biouw xeT eolan Lanehet ent Fs fd 
i i al at) 4 ; , | 
j - Regu Lewin mdse a woo adie od ce enh tana i a . 
ii f 
gtd aecheper ee ttalepel ett dane Gopt gat 40 Be Nik Ske OR ey 
nie i] i . 
ona wend ae) oo ane ve 


me eiw ceqoleva’ eff go zat Kelas 
eer tue scones sacs tory moc 


i Udbsvettos a Se se! ereeae piel trem oy gotil 
Urbis, 


ag Adiw abal vind steric avast oy, mat eed boty mew Brus 


| wesesquo-r raed TISoeT “LO $0 e¢ige at tw |. enone eirer 
L! 

Stor noes ot mites fC Witness ep Hav Reve: Hotaesey hd 
ri,» ; 


Mit walt 
a uae Ate 
— ow anne opine ‘te AE Deeserak de. Gihaned A sith i 


+ 


- bong 2 Seat ton 9b 9x Atombeuy hi) AT. DRE patton 
A : } ‘ ‘ Fs 
BVbee Pou wis Hog pentt 1y cine kdaien hiding AR 


* " 


ee oP Ob 90", ints a inaine Ms we Sepa tis CMB ce 


1 | , sa a Ah at Bit) at AEN Th ar ‘9 ; f 
ye AA TARR uk grt aN, Pa a ie a om 


‘ ' 
} ; f 
} i) : 
} aie Bop kiy 

ny ) ’ J i My, ‘ } | ‘ 

wee) 4) eee! \ 
1 a * iA e 7 he 7 ie ‘ ; J ’ + i j j 
= ; - 5 ‘ 
2 y . VAP AS at a. 


ANGUS, STONEHOUSE & CO. LTD. 8 
TORONTO. ONTARIO 


500 privately-operated printing machines in Western 
Canada. The tax loss to the Federal Government is 
considerable by this regulation as well as the loss of 
work to licensed printers. 

1) For thirty years we paid an annual licence fee 
of $2.00 so that we would be authorized to collect Sales 
Tax for another year, without compensation. I pointed 
out to the Hon. Minister of National Revenue that in the 
days of bondage the slave did not have to pay the master 
an annual fee so that he might work for nothing. The 
Hon. Minister replied immediately stating that the fee 
was forthwith cancelled. Mr. Glassco reports that some 
government departments are operating thirty years behind 
the times - his estimate is much too modest. 

12) An excise man told a printer in New Westminster 
that if a printer purchased post office envelopes on 
behalf of a customer and printed a return address in the 
corner, that the Federal Sales Tax would apply not only 
to the printing, but also to the cost of the envelopes - 
in spite of the fact that the Regulations require the 
Post Office to pay the Sales Tax on the envelopes when 
they receive shed from the manufacturer. 

13) During the many long years we have collected 
and remitted Sales Tax we have never been late with our 
remittances. But in spite of our record for promptness 
we recently received a smelly little letter threatening 
us with penalty and interest if at any time we became 
delinquent. In our business we do not find it good 
public relations to threaten our customers with judgments 


and warrants of execution. It is to be regretted that 
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the Excise people —— their tax collecting contacts 
are all dead-beats. 

14) We could cite other occurrences which have 
arisen in the past which would definitely indicate a lack 
of proper direction and initiative from the head office. 
If the regulations were reasonably complete we could 
possibly make a better interpretation than some of the 
hired men in Government Bureaux - at least, in the 
instances related herein, we couldn't have done worse. 
15) It might be feasible to place a tax on 
printing papers at the paper mills and thus unburden 
printers, who sell almost entirely to the consumer, of 
this horrible chore of tax collecting. 

16) In any event, I would propose that the whole 
system be overhauled. The Sales Tax Division should be 
divorced from the Excise people - and the regulations 
should be written in such a manner as to be a complete 
guide to all concerned. 

17) I would further suggest that all personnel of 
the Sales Tax Division who in a way deal with the 
public, be screened by an expert as to their aptitude in 


public relations, 
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1 Extension of Tax Free Period for Casual Labour: 

2 1) The Unemployment Insurance regulations exempt 
3 casual labour for a period of three days from taxation. 
ai 6) I submit this 'tax free' period should be 


5] extended to two weeks because: 


6 1. It is impossible to assess the ability of 

7 a prospective employee in 3 days. 

8 2. Not infrequently we have employed a person 
9 as casual labour when the work available may 

10 continue for 5 to 6° days. At the end of the 

11 three-day period it therefore becomes necessary 
12 to skip a day or employ another person, at 

13 considerable inconvenience. 

14] 3) A change in these regulations would undoubtedly 


15} enure to the benefit of those who are accustomed to takin 
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Wasted Effort: 

2) This year the Post Office was required to 
collect B.C. Sales Tax on the sale of Stamped post 

office envelopes, based on the value of the envelope, 

but not including postage. 

2) To obtain envelopes ‘from the Post Office for 
resale we are now required to produce a certificate of 
exemption from the B.C. Tax. Otherwise it would be 
necessary for us, and others, to apy 5% tax on the value 
of the envelopes. 

3) On reselling the envelopes, on which we make no 
profit whatever, we are required to charge and process 
B.C. Sales Tax. 

4) The tax involved in the sale of 500 of these 
envelopes is 20¢. 

5) The Post Office, the printer and the B.C. Tax 
Commission are all involved in accounting for this stupen 
dous revenue. 

6) I believe that the citizens of Canada deserve 
to be relieved from a burden like this which is thrust on 
them by a government ade reins from frenzied finance. 

7) If people in business were to expend $1.00 in 
labour for the sake of making 20¢ profit they could 
justifiably be branded bad operators. 

8) I trust that your Commission will recommend 
that the Post Office Department be delivered from a part 


in this undertaking. 
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Local Cashier: 


1) A great benefit would enure to the benefit of 
the public if Government Cashiers were established in 
populated centres. 

2) A business firm could then pay its several 
Federal Taxes at one place and get a receipt immediately 
- instead of mailing remittances all over hell's half 
acre, 

3) The many government departments don't seem to 


know how to unify their efforts but it's about time they 


4) No additional cost would be required to operate 
such receiving depots, as the office could be housed in a 
Federal Building and staffed by personnel who are 
presently uselessly employed, as reported in the Glassco 


report. 
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Reduction of Income and Corporation Taxes: 


+) According to press reports “top brass" of 
Canadian industry met the Honourable Minister of Trade 
in the summer of 1962 to impress on the Government the 
need for lower corporation and personal taxes. 

2) For the past several years the Canadian Chamber 
of Commerce has made the same plea without result, 
although it has been definitely proven that high taxes 
do not reduce unemployment. 

3) But on we go year after year listening to the 
same old cliche about labour and industry pricing them- 
selves 'out of the market.' While at the same time we 
know by evidence supplied by the Glassco report that 
untold millions of dollars of tax monies are wasted by 
the very people who proffer such advice. All of which 
adds up to that old adage about people who live in glass 
houses. 

4) If "top brass" -are suffering from over-taxation 
it is indeed sad to think how much the small operator is 
suffering. The large plant can to some extent apportion 
excessive taxation by producing large quantities of the 
same unit of work - but the little fellow has to be 
satisfied with short runs and continual "change-overs” - 
which are the most costly operation in any industry. 

5) During the past eight years two large printing 
shops in Vancouver have liquidated voluntarily, one 
large firm in Victoria which had been in business 50 
years, is bankrupt, and many other print shops in 
Vancouver, of varying importance, ieee gone to the dogs. 


6) At the meeting above mentioned the press 
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reported that Hon. Mr. Nowlan, referring to the austerity 
programme, stated there was a possibility of providing 
more ample credit for small business - defined as a 
company having an annual gross turn-over of less than 
$500,000.00. 

Fa I would like to point out to this Commission, 
most emphatically, that if people in business were not 
taxed as heavily they could quite possibly stand on 

their own feet without handouts from some loan company. 
8) Surely it does not enhance the economic struc- 
ture of Canadian business to be forever in debt. We 
would like to be able to keep a little more of the money 
we earn, thereby permitting us to have a little more 
control over our own destiny. 

9) I sincerely trust this Commission will see fit 
to make recommendations which would encourage continuatio 
and development of wholly Canadian-owned "small business” 


without the penalty of. interest charges. 
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Unemployment Insurance Tax: 


1) ; The system used in collection of this tax is 
without a doubt the most costly and bothersome of all 
our burdens. 

2) The Glassco Commission reports that a million 
dollars a year could be saved:by the elimination of 
revenue stamps on cigarette packages. And a further 
huge sum could be saved by the elimination of the need 
for printing millions of little perforated stamps for 
Unemployment Insurance. And hundreds of hours of labour 
could be put to a useful purpose by their elimination, 
which labour is presently necessary in pasting these 
miserable tokens in Unemployment Insurance Books. And 
added to the saving would be the time now spent by the 
Post Office in their distribution and accounting. 

3) The Workmen's Compensation Board of British 
Columbia has a vastly superior system of collection. 
They make an assessment on the payroll twice a year. 

4) And further, the scale of their charges is 
made to fit risks applicable to different businesses and 
industries. On November 6, 1962, we were informed by an 
auditor of the said Board that we would be entitled to 

a rebate of approximately 25% of our contributions owing 
to a decrease in claims from the printing industry. 

5) I submit that plants like Smith-Reed Printers 
who have records of continuous employment for periods of 
13 to 20 years should not be required to contribute 
insurance costs for short-term risks. 

6) Fire and automobile insurance companies usually 


base their rates on the apparent or proven risk. And 
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1 unless the Government adopts a form of rated risk the 

2) meaning of the word 'Insurance' will have lost its 

3 identity and the original intent of the scheme will have 
4 become just another general tax. 

st From time to time we have been promised a 

6 review of the whole matter so that deficiencies in the 

7 application of insurance benefits might be discussed and 
8 adjusted. I submit that there is apparent urgency before 


g| the insurance fund collapses. 
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Taxes on Small Purchases: 
1) The complexity of taxation in Canada is a 
definite hinderance and a costly item to business. 
2) To illustrate I would cite work involved on a 
sale amounting to 75¢. - 
The goods are delivered to the customer. 
A numbered invoice is made in duplicate. 
The Federal Tax is added to the amount of 
sale. 
The Provincial Sales Tax is compounded and 
added thereon. 
Both sales taxes are recorded separately in 
the sales tax record book. 
Exemptions (if any) are recorded in the sales 
tax record book and a certificate of exemption 
procured from the customer. 
The tax record book is balanced monthly by an 
auditor at our expense. 
Two sets of sales tax returns are made out in 
duplicate. 
The returns, together with cheques, are mailed 
to two remote addresses. 
It is therefore evident from the above example 
that we lost money on the above transaction owing to a 
tax complex. 
3) For the work involved regarding taxes, we get 
3% commission from the Provincial Government but nothing 
from the Federal Government . 
4) It is indeed unfortunate that retail businesses 


Such as ours are blighted with two kinds of sales taxes 
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1 and the relative work in accounting for same. 
2 5) AS well as operating a print shop we are 


3 required to run a tax factory. 


V~s 
OV’ 


6) A recommendation for relief is requested. ~ 
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Collection of Taxes by Forced Labour: 
2) The Bill of Rights proposed by the United 


Nations at a conference in Paris, attended by the Hon. 
Lester Pearson, contained a clause which would prohibit 
conscription of labour for any purpose without compen- 
sation. Member nations were requested to submit the 
proposed law to their respective governments for consi- 
deration and adoption. 

2) The Canadian Government did not incorporate 
this submission into its Bill of Rights. Had it done so, 
thousands of Canadians would have had to be compensated 
for the enormous task of collecting our too many taxes 
and imposts. The lack of protection in this regard 
leaves Canadian citizens open to injustices. 

3) In the year 1957, our small plant employing 


five people, was required to earn and pay to our respec- 


tive governments $16,530.51 in taxes. This amount did 


not include many hidden taxes. Over $9,000.00 of the 
above amount represented two sales taxes, most of which 
were recoverable, although the trusteeship of these 

funds cost us dearly. We pay an outside accountant 
$500.00 a year for the sole purpose of keeping our taxes 
in order and remitting. For our work we receive 3% from 
the Provincial Government and no thanks whatever from the 
Federal Government. 

4) About six months ago CBC-TV produced a film 
which illustrated an interview by one of their staff with 
a merchant in East Germany. It was divulged that the 
Government there took half of the gerne? profits for 


taxes - after having bought and paid for a half interest 


“Ms, uf 
aut aoa 


a Me ' 


ae Ny LNG Ay an | 
UF A i iM i itn A aa "1 h Ae ' 

4 st ‘i » fh ot De tw ar, ey iy cham ost mei i “tris 

ie Piast 


ied ' ; Lf 
ons o-wndera nathan) biebewrty vets -ombl i‘ 


mer if a oa te 
ee ae J Aa ie , _ ' ; r ; 
x eae Ce orardeaeg ot hd raion vitels siadgea #tAa? 


an 
« 


é alk Ie was ae i it : 
4 a ‘pashan fi erin rials araptonms oo 3A eomatsed Lincim 
Ba. Cale ; 

4 Aen 

vA - smitonsios xs ret heviowns #tow sit hos toowmtney 
, al miqood. Mok & peat Lwdnn ou lwnas sae Lh, emod 


= - a — 
. = - 
3-3 ona 


=. 
= 


Kay wa 


ws 
* 


ie ~~, atnee ‘Siaupien > Yee, eratho yootvhe, Latasreg song. et? 
i is mail ; 


i 


: te, : ad) Li Papas ls 
Dok soy sodexeud Ilene edd fie tutt . duet Teavedes & i 
4 { ur) al 
i a 
: i is “ a5 wy fh od ’ te » 
eres Qo eee ut wee edt ah ofod & ah moliaare 2 WY re: Ht 
is . t- t | 
4 - 2, © x" ” owed Pe Wy 
; sexed sttcs rt } roy Py 
eee ga Suey yea } ft ; 
: y i* 
ot gh enapyat 4 CPO: HRP OMS | eee 
s rt 
+59 
Ap 
ie 
i 
{ 
4 f 
4 | 
j | 
ti 
} ‘ 
ee 
1 ies 
we 
Pay a Mi 
2 
uiee AM 
ae Mi 
|? ' 
bee iH 
i 


Ft 
a4 


a a 
— Ee 

-. 

| ha 
ns 
i 


ANGUS, STONEHOUSE & CO. LTD. ; 
TORONTO, ONTARIO 20 


in the business. 

5) Under the present Canadian system of taxation 
there appears little incentive to perpetrate or expand a 
small business if one considers the return on capital 
investment and the work involved in tax collection. 

6) Some firms receive subsidies, some people get 
free professional advice, others get outright grants or 
low interest loans. But all the small operator gets by 
way of attention is a poke in the eye by way of more 
taxes to collect and more taxes to pay. 

T) To say that we spend too much time earning and 


collecting government revenue is an understatement. 
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Capital Gains Tax: 


1) Huge fortunes have been made by speculators 

and others, without tax, by taking a quick profit. 

2) A capital gains tax would vary with economic 

conditions but it would have the effect of stopping some 

hit and run investors who contribute little or nothing 
in taxes. Some stabilization in the economy would 
inevitably result. 

3) On September 17, 1962, the Vancouver Daily 

Province reported that a group of people bought shares 

in a company at eight cents a share before the public 

got the chance to buy at $12.00 a share. 

4) The Vancouver Daily Province further reports: 
"At the Bie the B.C. Securities Commission 
report showed Ralph K. Farris, president of 
the firm, formed in 1954 to provide Alberta 
natural gas to northern Ontario towns, in- 
vested $300 on shares that later were Worth 
$1,090,000.00." 

"Northern Ontario gas stocks became valuable 
after Ottawa decided to lend American pro- 

-moters $80,000,000.00 to build a cross-Canada 
natural gas pipeline." 

5) Argus Securities Limited of Vancouver advertise: 
"Canada is one of the few countries in the 
world where millions of dollars can be made 
in the stock market WITHOUT PAYING A CENT in 
Capital Gains Taxes." 
$100.00 invested, in 1961, in Western Mines 


would have made a tax-free profit of 
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$4,901.00." 
6) A capital gains tax would slow down some of 
this speculative financial fun and at the same time tend 


to prevent over-capitalization of some companies. 
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‘oe Some companies with large reserves at times 

| issue "rights" or "options" to purchase further shares in 
| the company, based on the proportion of shares presently 
| held. 

| 2) These “options" are offered far below the 
current market value of the shares previously issued. 

| 3) If the "option" is not accepted it may be sold 
| to a broker and the transaction is, of course, capital 

} gain. 

| 4) If corporation taxes were reduced there would 
be an incentive for companies to pay larger dividends in 
a respectable manner - taxable, of course. 

5) Under the present system of stock dividends the 
large stockholder becomes progressively rich and the 
little fellow gets the crumbs; this situation particularly 
applies to large companies which pay small dividends and 
have more or less frequent stock splits. 

6) It would seem reasonable to assume that a 
re-adjustment of corporation tax laws would enure to the 


benefit of small stock-holders as well as to the Govern- 
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5] expected to provide funds for the operation of money- 


6| losing government businesses? 


7] 2) CBC - competing with private radio and TV. 

8 CNR. ws GP ht. 

9 TeGeke Vo Csr. h, 

10 And to add confusion we find that the C.P.R. 


11 and C.N.R, advertise in the same space, identical rates 
12|| to identical destinations. This act would, under some 
13] circumstances, be a subject for investigation by the 

14] Sovernment Combines Investigation. But as a government 
agency is involved in rigging prices, both corporations 
reach the status of sacred cows. 

3) Restrictions are placed on C.P.A. to protect a 
subsidized T,C.A. 


19 4) In British Columbia privately operated tax-- 


complex has been acquired by the government, and in both 
cases with a easuteine loss to the Federal Government in 
taxation. 

24/1 5) Last year T.C.A. advertised overseas flights 

on a U.S. television station beamed into Vancouver - while 
at the same time CBC operated at a loss. 

6) I suggest that a review of the usefulness of 
government-operated enterprises should be made with a 

view to partially or wholly eliminating some or all of 


them. 
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7) If the acquisition of private business by the 
government continues and these corporations become tax 
free, the burden on the Canadian taxpayer will undoubtedl 


increase - at least from a Federal standpoint. 
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Taxation for Subsidies: 

1) Years ago the dairy farmers howled for help to 
support the price of butter. Perhaps in those dark days 
a subsidy was warranted but the continuance of such help 
now appears to be a lost cause. 

2) Not only has the price support continued beyond 
a reasonable period of expected recovery but it has 
established margarine as a healthful food. 

3) Another folly in this regard is the storing of 
butter at taxpayers! expense. I submit that it would be 
sound economics to give the surplus butter to publicly- 
supported institutions such as old age homes, D.V.A. 
hospitals, orphanages, etc. This act of charity would 
Save a great deal of money by lessening storage charges 
and the risk of spoilage. 

4) There are at least 102 professional agricultura 
helpers in British Columbia, which province is not noted 
particularly as an agricultural potential. 

5) It would seem fitting that the Canadian public 
be given a comprehensive report which would show how long 
the tax-payers may be expected to provide funds to assist 
those who grow ee much wheat and produce too much expen- 
sive butter. Or, if indeed that industry needs so much 
help, why is. it they cannot contribute at least in part 
to some of the expense? 

6) On October 10, 1962, the Federal Government 
donated $53 million to the Government of B.C. to aid in 
shipbuilding. 


o>) On November 24, 1962, a news item reported that 
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shipyards in B.C, are complaining about late payments of 
their 40% subsidy and some state it may be necessary to 
lay off employees unless money is received. 

8) And yet, according to a reliable source, one 
Shipyard company operating in B.C. on December 15, 1961, 
declared a dividend of over $5,000,000.00. 

9) I submit that an idesbagateien should be made 
to ascertain why some companies are so prosperous and 
others are so poor as to need public alms to stay afloat. 
10) There are some Canadians who would prefer not 
to accept subsidies and neither do they want to be 
obligated to a loan company, government sponsored or other 
wise. It would seem unfair that those of us who still 
have our heads above water should pay so much taxes that 
the Minister of Finance is now in a position to lend the 
money back to us at interest. Surely a general reduction 
in income tax would be a more equitable distribution. 

EY) For several years we used the term "free enter- 
prise" to designate our system of business but gradually 
the word "free" was dissolved into "private enterprise.” 
And now we find that little by little the term "private" 
is being lost sight of as large tax-paying corporations 
are absorbed by governments, with a resulting loss in 
Federal tax revenue. 

12) Instead of maintaining the high level of taxa- 
tion on industry, I humbly submit that some of the load 
be transferred to those who have acquired professional 


status at considerable public expense. 
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Tax Prophecies: 
1) There is one thing above all else which under- 
mines the confidence of Canadians in their type of 
government and that occurs when a politician makes state- 
ments about taxation or the general condition of the 
state which are off-colour. 

"You never had it so good." 

"Canadian finances are sound." 

"Taxes will be reduced," 

“This or that tax is a temporary measure.” 

"A million new jobs in five years.” 

"The Province is free of debt." 

“Nobody will suffer because of unemployment," 
2) Everybody suffers because of unemployment. The 
person presently employed provides, through taxation, the 
necessities of life for the unemployed people. And the 
person who desires work and cannot find it, suffers the 
indignity of accepting charity. 
3) In a campaign speech the man who made the state 
ment about unemployment stated that taxes would be 
reduced, one of the first acts of his government was to 
increase the Federal Sales Tax from 10% to 114. 
i) Ve hear that the Government of B.C. is free of 
cebt and the statement has been repeated so many times 
Some persons are beginning to believe it. 
5) After the last session the B.C. Government 
published a statement that "no new taxes had been addea" 
-- but old taxes were increased, notably the gasoline tax 
From 10 to 13¢..4) palion: 


6) Another political hoax is the B.C. home-owners 
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grant. If one compares present-day tax rate with those 
of twelve years ago the home-owners grant becomes as 
genuine as a soap coupon. 

T) I trust it may be within the powers of this 
Commission to report that great damage is done to 
Canadian morale and political prestige by badly consi- 


dered statements made for political gain. 
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1] SALES TAXES ON FREIGHT: Federal Exemptions: 

2 B.C, Implementation: 

41.11) In the Regulations, issued July, 1959, concer- 
4] ning Sales Tax (Excise Tax Act), under the heading 

5] "Transportation" it seems to be definitely expressed 

6| that there shall be no sales tax against freight charges 
7 on goods shipped by manufacturers or processors. 

gi 2) In consideration of vast sums spent to subsi- 
g| dize rail freight by the Federal Government this exemption 
10| of Sales Tax is appropriate to the needs of shippers | 
11] throughout Canada. 

12|| 3) Pursuant to Bill 36, 1953, the Government of 

13 British Columbia enacts to the contrary of the intent of 
14|| the Federal Regulations. The printed explanation of the 


15|| Amendment (Bill 36, 1953) reads as follows: 


16 | "This amendment leaves no doubt that the tax 

17 (B.C. Sales Tax) is imposed on the price laid 
18 down in British Columbia, which includes the 

19 charges for excise, customs, transportation, 

20 ete.” 

21/1 4) It would therefore appear evident that the 


22] Province of British Columbia is imposing a tax contrary 

23] to the principles expressed in para. 1) above. 

241 5) Example: If we, as printers in British Columbia, 
25|| receive equipment shipped from Toronto, we are required 

26 to pay Provincial Sales Taxes on freight as well as the 

27|| material. 

28|| 6) It would appear that there is a conflict of 

29] principle involved. 


302 77.) And a question of authority arises - has the 
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Government of British Columbia the right to increase 
inter-provincial freight rates by adding 5% to the 
charges - or are inter-provincial freight rates set by a 


Board of the Federal Government? 
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Redundant Provincial Tax on Hospitals: 

‘o The Government of the Province of British 
Columbia requires suppliers of materials, other than food 
to charge the hospitals 5% Provincial Sales Tax. 

2) The operating costs of hospitals in British 
Columbia are wholly derived from the Provincial Sales 
Tax, except for a $1.00 contributory fee per day per 
patient. 

3) So-- a printer in B.C. is required to charge 
the hospitals 5% tax on purchases - remit to the B.C, 
Government at the end of the month - and next month the 
Government gives the tax back to the hospitals. 

i) All of which reminds one of the father who 
gave his son 25¢ to go to bed and charged him 25¢ for 


breakfast the next morning. 
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Provincial Machinery Tax: 
1) In British Columbia if a landlord rents 


property to an industry he, the landlord, te assessed 
and taxed for the occupant's machinery. 
2) The British North America Act states that 
Provinces may levy direct taxes for the purposes of 
Provincial Revenue. 
3) ' The definition of a ‘Direct Tax" as accepted 
by the Privy Council of England is: 
"A direct tax is one which is demanded from 
the very persons who it is intended or desired 
should pay it." 
4) It would seem that the B.C. legislation in 
this regard, however it may be twisted or worded, -is 
contrary to the basic meaning of the British North 
America Act. 
5) And further, it can in no way be morally right 
to expect a person to pay taxes on things or materials 
in which he has no title or interest. 
6) The real property tax notices in British 
Columbia show the assessment of tenant's machinery. 
T) If this kind of law is accepted as a precedent 
it could be dangerous. 
8) I trust this Commission will investigate this 
legislation which appears to be in conflict with the 


British North America Act. 
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By Ly) The British North America Act, para. 121, 

3], States: 

4 "All articles of the growth, produce or 

5 manufacture of any one of the Provinces 

6 shall, from and after the Union, be 

7 admitted free into each of the other 

8 Provinces," 

9g] 2) But in spite of this bit of constitutional law, 


10 Provinces which have sales taxes demand a fee be paid on 
11| Oringing goods into the Province. 


12| 3) The Act in B.C, has been amended a few times to 


13 Sive some sort of respectability to the legislation but 
14| the fact remains we still have to pay a duty (or tax) on 
15] importing goods into B.C, from other Provinces. 

16 4) Although Provinces are limited on taxation 

17|| matters to their own boundaries by the B.N.A, Act, we 

18) have at times had suppliers in Toronto billing us for 

19| B.C. Sales Tax. It would perhaps be proper to describe 


20|| this method of taxation as legalized blackmail. 


74 5) In the summer of 1962 there was a conference of 


23 +amenting was heard about the leaks in Provincial Sales 


24) Taxes - and there are many. 


) Some of our regulations which impose taxes are 
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26] 2 disgrace to the memory of Sir John A. MacDonald who so 
27, much wanted a united Canada instead of a handful of tax 
28); collecting principalities. 

201 7) If the Provinces cannot do without local Sales 


30 Taxes I submit there is only one proper solution to a 
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leak-proof system of collection and that is by amal- 
gamating the Provincial Tax with the Federal Tax. The 
jurisdictions would be enlarged and the paint of indirect 
taxation would be removed. 

8) We have experienced the amalgamation of Federal 
and Provincial Income Taxes with a great saving in 
administration costs and surely a unification of other 
taxes would save costs, both to the licensee and the 
government. 

9) The rate of the unified tax as at present 
computed would be 17% as the B.C. Tax is a compounded 
one. And further consideration would have to be given 

to the fact that the B.C. Tax is a continuing one - that 
is, the tax continues to be collected on all goods until 
the material is consumed or finally disposed of. 

10) So, after taking the preceding circumstances 
into account we must also realize that both taxes have 

a habit of increasing. A formula would of necessity 
have to be worked out to take into consideration future 
eventualities and it might not be out of proportion to 
start the new combined tax at 30%, which would provide 
for a small compensation for collection fees. 

Pt} From time to time a renewal of the agreement 
would be necessary and as has been experienced with the 
combined Income Tax, adjustments could be made. 

12) The Glassco Report states that enormous savings 
could be achieved in administration and I submit the 


public should receive some benefit from the elimination 


of at least one tax collecting authority. 
13) And again, if our government affairs were 


properly overated it pag eae be possible to entirely 
eliminate one of these taxes. 
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Real Property Tax in British Columbia: 


a Municipalities“are issued a formula for assess- 
ment on real property by the Provincial Government. This 
formula has changed a number of times since 1953 and as 

a result there seems no certainty from time to time what 
taxes may be imposed. 

2) , Municipalities press the Provincial Government 
for a greater share of Provincial revenue and to keep the 
municipalities content, the Provincial Government changes 
the assessment formula; always upward, of course. 

3) Some assessments have become so queer that. in 
1962 the Corporation of Surrey appealed the whole assess- 
ment roll. 

4) In 1960, in the same municipality, the assessor 
raised his valuation on a 50-year old house by 88%. On 
appeal he admitted he had never been inside the building. 
This identical type of sloppy administration occurred on 
the same premises in 1950. 

5) Municipal taxes were once a distinct right of 
the Municipalities but now the assessment formula isa 
dictated one. 

6) | Municipalities are gradually losing their 
autonomy in this and other matters and particularly with 
regard to hospitals and schools. 

+7) The trend in British Columbia has been to 
diminish the powers of local governments, which, I submit 
is a definite step away from what little is left of true. 
democracy. 

8) I submit this depreciation of municipal 


authority should receive the consideration and 
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recommendations of this Commission. 

9) And further, with respect to municipal real 
property taxation, I believe a moratorium against 

further tax increases should be enforced to dioteet 
senior citizens who have retired on fixed incomes. It 

is indeed a sickening thing to nes retired and later to 
realize that through circumstances beyond your control 
your —— becomes insufficient to buy food and maintain 
a modest dwelling. As Canadians we should be ashamed of 


such depreciation of living standards. 
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Taxation Trend: 


a) There is a trend in Canada, particularly in 
British Columbia, to continue to levy more taxes on 
industry, regardless of results. 

2) The Vancouver Sun, on October 3, 1962, reported 
that Dr. P.L. MeGeer of the University of B.C. advocated 
that industry provide money through more taxation for 
research, 

3) The reason he proposec more research was to 
provide jobs for University Graduates. He stated that 

in the past 11 years 43,000 skilled and technical and 
professional people had left Canada for the U.S. 

4) And again - some years ago I complained to the 
Government of British Columbia about additional taxes 
placed on industry, pointing out at that time there were 
other people in British Columbia who could well afford to 
pey eee taxes, other than people in industry. 

5 | I received a reply from Hon. R.W. Bonner, Q.C., 
who at that time was acting Minister of Education. In 
reply he stated - "The whole problem, of course, is 
simply that of obtaining sufficient tax dollars to meet 
the demands upon public monies." 

ey) It apparently had never occurred to him that 
lawyers were in the highest income group in Canada and 
could well have afforded extra taxes. 

ea The particular tax I complain of in this 
instance was a tax directed against the owners of 
machinery in B.C. And what I pointed out at that time 
was that as the tax was for educational purposes it 


should be borne by those who derive the greatest benefit 
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from educational taxes, namely the professional people who 
acquire the benefits of costly senior education. 

8) However, machinery owners, who employ more peopl 
than professional people, are stuck with a tax which 
should have been levied in another direction. 

9) If industry is to continue and expand in Canada, 
and thereby employ more people, I trust this Commission 
will rebonmend that industry be encouraged, rather than 


blighted with additional taxes. 
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Municipal Money Plebiscites: 


15) In British Columbia we are at times asked to 
vote on Municipal Money By-Laws, particularly as to the 
raising of money for school construction. 

ay A distcint majority is required to approve the 
By-Law but unfortunately as few as 8% or the total 
registered vote may be sufficient for the purpose. 

3) The apathy of some people as to their voting 
rights is astounding. 

i) It is my humble opinion that people who are 
entitled to vote should be required to express their 
opinions more definitely. 

5) I would therefore suggest that regulations be 
adopted to provide that at least 50% of the total 
available votes be recorded at a plebiscite for a money 


By-Law before the referendum shall be declared valid. 
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Conclusion: 

i It is indeed seldom that operators of small 
businesses are afforded an opportunity to express their 
views on government matters which reflect deeply into 
their operations. In the foregoing pages I have 
endeavoured to illustrate why there is a lack of interest 
in expanding wholly Canadian-owned secondary industry. 

At times we find we are regulated to the point 
of exasperation by interpretation of regulations exempli- 
fied in para. 4, page 2 (tax on fruit tree labels). The 
label we printed can be used for no other purpose than 
for which it is intended. It gives the name of a fruit 
tree and illustrates the fruit. 

And yet, some hired man in Ottawa has found a 
way of splitting hairs on this relatively simple question. 
Why in Heaven's name should a printer be concerned about 
what a nurseryman does with a fruit tree tag? 

In Canada we have a good form of government but 
in many instances, by complexity and over-lapping, we are 
making the worst possible use of our system. 

I attended a meeting some years ago at which a 
learned judge was present. The judge was asked what 
could be done about complexity and obsolescence of laws. 
He suggested that we scrap the law books and start over 
again using the Ten EEE as a basis. 

It would seem imperative that consolidation and 
simplification of tax laws be considered and implemented 
where practical. 

And further, that regulations respecting tax 


laws be written in such a manner that bureaucrats will be 
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“enunt 


1 unable to resort to hair-splitting. 

2 It is with Sincere appreciation that I am 

3], permitted to present this appeal for revision and relief 
4] to the Royal Commission on Taxation. 

5 Respectfully submitted, 


6| December, 1962. (Jas. A. Smith) 
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SUMMARY 


CORPORATIONS, CO-OPERATIVES 
and the 


PRINCIPLE OF EQUITY 


pe Modern tax systems must be assessed in 
terms of revenue, economic Srvsees, and equity. 
Of particular importance in the present state of 
Canadian economic development, in my view, is the 
manner in which taxes upon the income of business 
corporations affect these three conditions. It is 
my opinion that such taxes, while they are admittedly 
productive of revenue, have little to waka them 
in other terms, tending to hinder economic develop- 
ment, end consequently having a deleterious effect 
upon the vltimate base from which tax revenues may 
be drawn. 

mie It is further contended that the corporation 
tax as presently applied and administered in Canada 
2s not likely to be productive of equity, anda 


strikins 


Vv 


example of this is to be found, I think, 

in the discriminatory aspects of such taxation as 
between ordinary business corporations and co- 
operatives. The principal reason for the existence 
of this discrimination is the manner in which income 
senerated by these two forms of enterprise is 

viewed for tax purposes, that is to say, in the 


manner in which deductions are allowed from income 
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2. in arriving at taxable income. I believe 
that Section 75 of the income Tax Act is seriously 
at fault here, in that it provides co-operatives 
with an undue and unwarranted advantage throveh 
the poe of patronasze dividends, especially 
those made on a non-cash basis, as deductions 
from taxable income. 

3. I believe that it is impossible to 
sustain the distinctions which have been 
artificially created between such patronaze 


dividends and any other allocation of income. 


Both corporations and co-operatives are economic 


institutions, seeking financial advantage for their 


owners and members. To the extent therefore that 
they produce net income, they should be accorded 
identical tax comnoaeet | | 

A, I recommend therefore that the Income 
Tax Act be amended to remove: all distinctions 
between corporate and co-operative income for 
tax purposes, in the interest of equity as well 
as for reasons of revenue, and, certainly not 
least, in order to preserve competition on ae fair 
and equal basis between these two forms of enter- 
prise, as will result in the most efficient 


allocation of resources, 


(Sizned) Gordon Blake 


Winnipeg, Manitoba, 
Jubky 15; 29633 
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i; Modern day systems of taxation must be 
assessed with three aspects in mind: 
(a) Revenue: 
(b) Economic effects; and 
(c) Equity. 

' Obviously the tax system must be sufficiently 
productive to generate the revenues which 
Government must have to meet its proper respons- 
ibilities, and the revenue effects must always 
be Limiting factors when ciuaioee: are proposed in 
either rates or structure. At the same time, 
it is widely recognized that in present day high 
tax economies, the burden of taxation, and chanses 
in that burden, are likely to have important and 
widespread effects on the size and composition 
of the Gross National Product, which is perhaps 
the most significant ameer indicator which we 
possess. Finally, those who create and administer 

the tax structure must, in a democrati? istate, 
constantly strive to produce and preserve equity 
in the distribution of the tax burden. 

a. It is gratifying to observe from the 
cA 

terms of reference of this Royal Commission that 
these three aspects are clearly intended to be 
Siven full attention. Consequently it is with some 
confidence of a sympathetic hearing that I make 
the following submission concerning one particular 
aspect of the present tax system, and attempt to 
relate it to the three taxation objectives referred 


to above. This particular aspect is that having to 
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2. do with the way in which the incomes of 
business organizations are taxed, in particular 
those having a corporate form. 

3. A glance at income tax statistics indicates 
immediately that the corporation income tax in 
this country has been a good producer of revenue. 
Being reasonably easy of collection, it also lends 
itself readily to the needs of Government in times 
of crisis or emergency when extraordinary revenues 
are required. Apart from these advantages, however, 
it is hishly questionable, to my mind, that the 
corporation income tax is really a good tax in 
what might be euphemistically termed "more normal 
times". For in more normal times, it is probably 
safe to say that "the business of Canadians is 
business", and a tax structure which impedes the 
erowth and the efficiency of our economic institut- 
ions the least, would seem to be the appropriate 
one, The ideal here might well be that which I 
believe the Canadian Tax Foundation has referred 
to as "Pax Nentiaraty” ; by which is meant a “7 
system which will raise revenue in such a way 
that all economic relationships would remain the 


same, as they would have been if no taxes were 


4, Taxes on corporate income are, I believe, 
unquestionably drags on efficiency. They make 
business expansion more difficult; they tend to 
discourase investment; and the incidence of such 


taxes, while not known with precision, is likely 
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4, such that part is passed on to consumers 
through hisher prices, part is borne by capital, 
and part is borne by employees. The heavier 

such taxes are, and the more progression one finds 
in then, ein greater are these undesirable effects. 
I am not, me any case, personally impressed by 
either the iogic in, or the need for, prosressive. 


taxes in a free enterprise economy. In fact I 


believe that they can lead to quite unwarranted 


discrimination, as well as to a waste of enerzy 

and resources in attempting to avoid or evade 

their consequences. 

5. I have admitted that the revenue effects of 
eliminating the present income. tax on corporations 
would be considerable, but I am scarely sanguine 
enough to hope that such elimination is in early 
prospect, It is worth keeping in mind, however, | 
that most tax revenues are a function of the | 
Gross National Product, and that any action which | 
serves to provide impetus to the economy in terms 

of growth, productivity and employment brings, to 

a derree, its own rewards. It is not too difficult 
to envision buoyant revenues from the personal 
income tax and from sumptuary taxes (which, by 

the way, misht well be broadened to include mary 
services) resulting from tax relief at the corporate 
level. 

6. The third aspect. of the corporation income 
tax, which I have not yet touched upon, is that 


of equity. There are a number of ways, I believe, 
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- in which this tax, as currently imposed, fails 
to serve the needs of equity. The progressive 
element, for example, makes it attractive to 

form proliferations of “Associated Companies", 
wniich may serve little purpose but to complicate 
economic life and tax the ingenuity of the lesal 
profession. As noted previously as well, the 

more prosression one finds in a tax system, the 
speater become the rewards of successful avoidance, 
and if some are successful in avoiding while others 
are not, equity is asain not served. 

i a* The most striking example which I have 
found of apparent lack of equity in the application 
of the corporate income tax, however, has not been 
as between ordinary corporations, but as between 
ordinary corporations and certain forms of ugk 
operative sue artes I propose to examine this 
in some detail, in an attempt to find the root : 
causes of what appears to me to be a highly 


<nequitable situation, and one frauzht with 


“mplications for the future of competition within 


any 


the context of free enterprise. 

vasic structure and objectives of an 
ordinary business corporation are probably too well 
known to require much elaboration. It is a legal 
entity, formed for the purpose of pooling the 
“nvestable funds of large numbers of persons, with 


the intention of carrying on trading activities 


of some kind with the object of making financial 


js 


sain for its owners, who are the shareholders, 
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8. Looking now at the nature of the income of 
such corporations, it shovld be observed that pure 
profit, to the economist, securs only when, as the 


result of the uncertainty or dynamism inherent in 


“something more than the sum of all its costs, 


comprising wazes, interest, rent, both explicit and 
implicit. Ineluded in these costs are, of course, 
an entrepreneurial waze sufficient to keep manase- 
ment in the firm, and a return to risk capital 
sufficient to keep it from wandering away to more 
attractive opportunities. 

9. It will be immediately apparent from this 
that corporation income is not likely to be made 
up of very much pure profit. In fact, if competit- 
ion is brisk and approached perfection, such pure 
profits will disappear completely. Consequently 
taxes on corporation income are not, as is widely 
assumed, @ tax on profits, except insofar as it will 
fail on pure profits as well as on other parts of the 
corporation's income if such profits do happen to 
exist, They are for the sreater part taxes on the 
cose of acquirinz risk capitel. The point of im- 
portance, however, is that most corporation income 
iS not profit at all in the true sense, it is a retu 
to labour, to capital, and to entrepreneurial ability 

10. In terms of the distribution of corporate 
income, it soes, of course, into salaries, Wases, 
interest, payment for materials, and as either 


dividend payments to the owners of the corporation, 
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10. or, with their consent, into surplus accounts 
which may be used for working capital or for 
investment in expansion. That portion of corporate 
income, however, which is to be either paid Sit 
as earnings of capital in the form of dividends 
vo owners, or held in the corporation as surplus, 
is subjected, under existing tax laws, to a 21% 
tax on the first $35,000 and a 50% tax on amounts 
above this, and possibly as well to a provincial 
tax, perhaps of 1 per cent. In addition, that 
part which is then paid out as dividends becomes 
subject to personal income tax in the hands of the 
recipient. 

es Co-operatives, like ordinary corporations, 
are trading associations, which buy or sell within 
tne same market envir-ament, at pricgs which are 
Getermined by market torces, in which they, alongs 
with ordinary corporations, exert their economic power 
So the extent that they can or choose to do so. & 
in the case of ordinary corporations, their. income 
must cover av their costs, comprising wégzes, interest, 
rent, both explicit and implicit, and payment of some 
kind for risk capital. In the absence of limitless 
capital, it must be rationed, and this involves a 
price which will be determined in the last analysis 
by market forces. 

2. Consequently the nature of co-operative 
income is no different from the nature of corporate 
income. It comes from precisely the same economic 


process, and it can be attributed or imputed to the 
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12. same factors of production. 


ae One might assume, therefore, that both 


forms of income would be treated in precisely the 
Same manner by the taxing authority, but one finds 
that it is not. It is necessary therefore to 


‘attempt to discover why not, and the answer appears 


to be contained not in differences in the nature 
of the income of these two forms of enterprise, but 
in differences in the manner in which this iwdede is 
distributed or not distributed within the internal 
structure of the enterprises themselves. 

14. In order to ascertain the nature and 
desree of these "differences" it is necessary to 
trace briefly the history of Sections 73 and 75 of the 


Income Tax Act, which apply to the tax treatment of 


co-operatives' incomes, and also to examine the 

nature of the co-operatives! patronage dividend. 
, To this end we shall go back no farther 

than the Royal Commission on Co-operatives, which | 


reported in September 1945, althoush this is not 


to say that there were not events of interest before 
that date. 

iG: The McDougall Commission was set up to 
enquire into the matter of how the income tax and 
the excess profits tax should apply to co-operatives. 
its recommendations led to lexislation in 1946, which 
was amended in 1948, and which still applies at the 
present time. It is claimed by the investor-owned 
frain trade that the consequences have been hishly 


favourable to the Pool Elevators and highly discriminato 
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1 15. asainst themselves. 

2 oe oe What the McDougall Commission apparently 

3 was trying to do can be inferred from its own 

4 statement that 

5 "the relative strength of co-operative 

6 associations and their competitors 

7 should be carefully considered to 

8 make certain that the solution finally 

9 adoovted will not ruin one or the other, 

10 or unduly constrict their relative 

11 srowth and development." 

12 (Report of the Royal Commission 
on Co-operatives, 1945 - Pase 31) 

13 

14 The difficulties of achieving such a delicate balance 

15 through the Income Tax Act will be nore) especially 

16 over a period of time. In any case the Commission 

17 decided that co-operatives should be taxed on the 

18 same basis as other "persons", and that patronage 

19 dividends paid to all customers in cash or its 

20 equivalent, or credited on exisible terms, should 

21 be doductipie in arriving at taxable income. be » 

22! also recommended that newly-formed co-operatives should 

23 be exempted from income tax for the first three years. 


This latter recommendation was enacted into Section 

73 of the Income Tax Act, It is so clearly dis- 

er’ minatory that it is probably a source of embarrass- 
ment to the proponents of co-operation, and could 
probably be repealed without much difficulty. In 
any case, it is not this aspect of the matter which 


is of prime interest or sisnificance, in my view. 
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It is the question of aut may ve deducted before 
income tax is paid that contains the major possibilit- 
jes for inequity. 

te. As noted above, the recommendations of the 
Royal Sommission were enacted by Parliament in 1946 
“into Gage have become Sections 73 and 75 of the 
Income Tax Act. But in 1948 the matter was opened 
asain, and Sections 75 (4) (f) (i) and (ii) were 
added, which had the effect of further qualifying 
and extending the word eon, S and which is claimed 
by some to have provided such obfuscation as to have 
negated, in its effects, the recommendations of the 
Royal Commission, or, put in other terms, has upset 
the competitive balance apparently sought by the 
Royal Commission, which has been referred to above. 

19. This is a iota rani» and should 
be examined with some care. | 

20. Turning again to the nature of the co- 
operative, we find that it is a business entity owned 
by its members. These patron-owners share the sains of 
the co-operative in proportion to their contribution 
to it through their patronage. These gains are 
viewed by the co-operatives as savings rather than 
profits, and the simplest form of co-operative would 
be one in which its Gans each day bought from it 
goods at actual cost, plus a bit more for overhead, 
or sold to it at actual cost minus a bit for over- 
head. 

el. This is not the way in which co-operatives 


actually function, however, for a number of very good 
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rectical reasons, and consequently co-operatives 
invariably sell above cost and buy below cost, and 


annually distribute the earnings as patronage dividends 


O 
vie 
re) 
O 
a | 


nversely, do not distribute then. 

mes The earninss withheld during the year are 
of course available to the co-operative, but in 
addition, if the patronage dividend can be met dy 
some other means than by actually paying out cash, 
there will be available to the co-operative sums which 
represent in effect a re-investment of the patron- 
owners! share of earnings. In practice, the co- 
operative must obtain consent to so withhold payment 
nov by individual authorization but by seneral 
resolution. Since it is another principle of co- 
operation that only a l’mited return is allowed on 
invested capital, patre se being the prime determinant 
ane the masnitude of such peturn, such funds may on 
2ecasion be costless. It is held that in the case 
vhe three Wheat Pools the funds withheld from 
cheir members bear no interest, thus further en- 
nancing the pbibeta ae position of the Pools. 

24. it appears that the problem revolves 
around the question of when is a patronage dividend 
not a patronaze dividend, Some large modern co- 
Operatives are many-product fir 8, engaged in 
multifarious operations. Their funds thus tend to 


be seneral funds, only imputable with the sreatest 


of difficulty, if eb all) te the patronase of any 


particular member in any particular area of its 


operations, In fact it is quite conceivable for 


faye 


Ane ners» 


1, ae . aay, 


inns 
ren Geo 20, paso bbs’ ee  ¢uiifone 


loan “ v0 dene Ste tetedd wolle? ic amor bivew #1. 


sy 
os nde oF stomeveq o6 gaup fAzet: nc? Sieg sbeeb* th 
 ptembeescideg of mid? versed rises up store 


. “on wre (ott Deis tretxs wild OF be ,amo1%eq Aro 
i? ; ‘ 
. B¥ientess~os ory ‘Ys Died iw ete Zev ,feeo mi 5S) ae 


eipoutonta ai bare Zea Sortisha eel terpago-92 ate 


, 


ake ait ‘ons ‘Me BY wstroes al foi seniesa 06> er 


« 


i 


_ 


a a 


a? 
M] 14 , rat ~* J rer, 
p¢ oF tisee bitfew Ten? .96i) avo tf) TI > 
> a 
i 
? * Stetonss! Ledkesor cand eco. sac e7om galtison: 
; . 
5 a — ins ' dé hy 
70 at «6 ¢ ae) rol ip tol & t 4 . cere ‘4 
7 { 
taiyo! Pies hbebivota seed even Asim seslivel scr 
5 
Se (3)TH) BT netisek ecm fs Gooryeneo A 
on? nf sev) tateqo-o4 ener ish ‘SET Goat): ena 
pmeemee! eanrvipse co aesetd blec evest eeorlaus caves 
{ 
sS ; - ™ - . 4 ar _ > 
SVAL OFS .2C.o YAGS Ve €397076 0 & 3 iL Ore : 
1 
wid * rt ftm £ f i aleve’: ice © 
’ 
: ae’ * Tr? 80 a rom «Sy GI 7 2 * Bi 
on? At epoonl wort Ds I pn oq 
,oe@olis: “eed gor Da! r¢ . 3 
* - % + é 
lias x. } art a | vw 
rom ifttw' berqebe i _ & “ 
‘fect @< r=4 e* - ‘yy rin) tr a" ¢ 2 ’ 
5, 2 » *. ve ; ‘a —_ 
££ wf red wo 4 on f .6o us. > ae ik is¥ " aftt a ‘ . A | 
- 7 mA 
' : 7 ; 
hi »/ ~eed retevele Bbemmeeatineval ec? 2607 bre ,pecerwa* 
f re 
24 coleéne je vos rie ) oe ets Bo 2 evant sel rcad 
. F an »' a i a ” | og 
z c 7 
‘ , a “1 r 
vertesed vetian ef) Ic Joeqee Yet art 7 
a ora. emee wd bred +) 77 .weldnedte {ame soce . 
' 


sie 4 a 7 


AS Eo 


a 
we 
a 


fe 
i 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO as R he pe. 


23. gains in one area to be offset by losses in 
another, as in the case of any ordinary corporation. 
It would seem to follow therefore that patronagse 
dividends paid in cash must be payments to patron- 
owners qua owners rather than to patron-owners 

“qua patrons, and to the extent that they are not 
paid in cash, but are withheld by the co-operative 


entity for its own use, they would seem to be 


nothing more nor less than internal transfers 
of surplus. If therefore, Chased the use of 
those devices which have been provided in particular 
in paragraphs (i) and (ii) of Section 75 (4)(f) of 
the Income Tax Act, these co-operatives in the 
elevator business have paid taxes on earnings between 
1947 and 1962 at an averase of only 8.8%, and have - 
been able to retain some $54 million during this 
period which would have gone to the treasury if 
patronage dividends deducted from income in the 
amount of some $116 million had not bee( }allowed, 
it would seem that the hope of the McDougall 
Commission that the solution adopted "will not 
ruin one or the other, or unduly constrict their 
relative growth and re ei cout has somehow been 
frustrated, and that the investor-owned elevator com- 
panies have good cause for their apprehension as. 
to the ultimate result. 

ey, One other aspect of the matter deserves 
some small attention. It is held by some upholders 
of the co-operative position that there is absolutely 


no discrimination in Section 75 of the Income Tax Act, 
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1 24, since it provides that any kind of business 
2 orsanization may deduct from its taxable income 
3 allocations of dividends in respect of patronage. 
4 This is a specious argument, and should be recognized 
5 as nothing more. It is Surprising, in fact, that 
6 the Royal Commission on Co-operatives should have 
7 accepted it, as it apparently did. It should be 
8 obviovs that ordinary corporations cannot pay 
9 vatronase dividends to their e-stomers without 
10 endanserins their entire i'vivai as business 
11 orsenizations, Th 23 Goal dtauce on feet ta eee 
12 some of them s...empt to match the practices of the 
13 Co-Operativ<: i+ this regard. The one form of 
14 Dusiness ente cise destroys itself by adopting a 
15 préeccice on whith tie ii iviil corives, The 
16 PeQson Lori shee. i. v. Course in the fact that the 
17 patronase dividend of 2 income-maxing €9-operative 
18 -E not a price rebate. Tt could only be so if 
19 paid to a person whose interest is adverse to the 
20 Co-operative which pays it. {S-= 2.7. Patterson, 

h a 
1 “The Tax Exemption of Co-operatives", Page 71.) ™ 
22| On the contrary, it is a dividend paid or credited 
23 v3 ite stockholders, indistinsuishable in fact from 
24 | any other distribution of profit, and this in tum 
25 because most co-operatives today have lost their 
26 ‘azency” status, if they ever had one. Further, 
99 a= Professor McIvor has observed, 
28 "To point out, as ts frequently done, 
29 that ordinary corporations are free 


30 tO re-orzanize as co-operatives is 
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24. "not to deny but to affirm the 
reality of discrimination as 
between the two forms of 

_ organization.” 


("Recent Growth in Canadian Co- 


Operatives” 
- Canadian Tax Foundation, 1962 - 
Page 36). 
ae. Returning now to the earlier discussion of 


* the corporation income tax, it will be recalled that 
it was charged with being an impediment to invest- 
ment and business expansion and a drag on efficiency. 
If such is the case, it is not difficult to envision 
oc tte remarkable effects from its removal. By the 
same token, if one sector of the economy is burdened 
with this tax while another sector in competition 
with it escapes the large part of this burden, one 
would reasonably expect the favoured sector to out- 
strip its competitor in performance. This in fact 
is precisely what appears to have been happening 
in the Western grain trade, on statistical evidence, 
which: shows that the Grain Co-operatives, since 1931, 
have increased their share of the total business from 
46 per cent to 66 per cent, and their operation of 
elevators from 38 per cent to 56 per cent. Further- 
more, it is obvious that as the Co-operatives expand 
operations while still escaping the burden of income 
tax, this burden will have to be borne to an increas- 
ing extent by ordinary corporations. 

26, It would clearly be in the direction of 


equity to place the ordinary corporation and the 
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22. co-operative in more readily comparable positions 
tax-wise than they appear to be at the moment. The 
entire removal of the corporation income tax would 
achieve this at a stroke. In the unlikelihood of 
this ideal solution being brought about, however, 
equity would I think, be served by the following 
1. Repeal Section 73 of the Income Tax 

Act, which exempts co-operatives from 

income tax during the first three 

years of their existence. 

2. Repeal Section 75 of the Income Tax 

Act, and replace it with a new section 

which disallows all patronage dividends 

and all payments, allocations and 

credits in proportion to patronage 

as deduct ons from taxable income, 

and also requires that such dividends, 

etc., be subject to taxation in the 

hands of the recipients, with the 

same credits as apply in the case 

pe ordinary corporate dividends. 

a Business corporations and co-operatives are 
both entirely legitimate forms of enterprise in our 
economy. Each has its particular attractions to 
sectors of the population, and both contribute to the 
viability and viszour of our economic life. The 
ohilosophies underlying the two forms are somewhat 
different, but they are both business érzanizations 
seeking gain. In a high tax economy such as Canada's, 


there would seem to be no place for tax favours which 
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27. not only place one form of enterprise ina 
privileszed position competitively, but also 
increase the tax burden on the taxable sector in 
order to maintain revenues. The continuance of 

the ary of subsidy that has been described in 
“this submission could, in my view, only be supported 
if Government were prepared to declare openly that 
as a matter of public policy it favours the growth 
of co-operative forms of enterprise over the growth 
of investor-owned forms, and this would be a very 
Sisnificant declaration indeed. Failing the 
adoption of such an overt policy, however, there 
would seem to be no alternative to removing the 

tax discrimination which at present exists between 


the two forms of enterprise. 


| 
28. It da not difficult to be somewhat senti- 
mental over the definition of a co-operative assoc- 
lation provided by some economic historians, such 
as, for example, C. R. Fay, as 
"an association for the purposes of 
joint-tradins, originating among the 
weak and conducted always in an 
unselfish spirits" 
One is apt also to view with a moist eye the strugszles 
of the Rochdale Equitable Pioneers to acquire their 
28 Pounds of original investment, painfully built up 
of twopenny contributions; and much of the earlier 
history of the dawonesatiee movement in Canada contains 
acoounts of fortitude and of high purpose, but it is 


wise to ensure that such sentiment is not being 
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misplaced when one is discussing organizations whose 
assets, sales and earnings run into the hundreds 

of millions of dollars, and who, aided by what 
amounts to virtual Governmental subsidies, appear 

to be in the process of absorbing their competitors 
who carry their full burden of taxation, but whose 
economic efficiency may certainly be no less in the 
absence of such a burden. It is submitted that it 
would be no more wise to permit sentiment to stand 


in the way of justice in such a situation than it 


‘would in the celebrated but probably apocryphal case 


of the youth who murdered his parents, on the ground 
that Soterin are deserving of sympathy. I hasten 
to add that I have drawn here merely on analogy, and 
not a parallel. 


ALL OF WHICH IS + SPECTFULLY SUBMITTED, 
» 


(Sizned) Gordon Blake . 


Winnipez, Manitoba, 


July 15, 1963. 
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SUMMARY 


CORPORATIONS, CO-OPERATIVES 
and the 


PRIN€IPLE OF EQUITY 


1. Modern tax systems must be assessed in 
terms of revenue, econométc effects, and equity. Of 
particular importance in the present State of Canadian 
economic development, in my view, is the manner in 
which taxes upon the income of business corporations 
affect these three conditions. It is my opinion that 
such taxes, while they are admittedly productive of 
revenue, have little to commend them in other terms, 
tending to hinder economic development, and consequently 
having a deleterious effect upon the ultimate base from 
which tax revenues may be drawn. a 

2. It is further contended that the corpora- 
tion tax as presently applied and administered in Canada 
is not likely to be productive of equity, and a vtr iene 
example of this is to be found, I think, in the discrim- 
inatory aspects of such taxation as between ordinary 
business corporations and co-operatives. The principal 
reason for the existence of this discrimination is the 
manner in which income generated by these two forms of 
enterprise is viewed for tax purposes, that is to say, 
in the manner in which deductions are allowed from income 
in arriving at taxable income. I believe that Section 75 
of the Income Tax Act is seriously at fault here, in 


that it provides co-operatives with an undue and unwarran 


ted advantage through the allowance of patronage 
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dividends, especially those made on a non-cash basis, 
as deductions from taxable income. 

3. I believe that it is impossible to 
sustain the distinctions which have been artificially 
created between such patronage dividends and any other 
aiiacatien of income. Both corporations and co-operative 
are economic institutions, seeking financial advantage 
for their owners and members. To the extent therefore 
that they produce net income, they should be accorded 
identical tax treatment. 

lL. I recommend’therefore that the Income Tax 
Act be amended to remove all distinctions between 
corporate and co-operative income for tax purposes, 
in the interest of equity as well as for reasons of 
revenue, and, certainly not least, in order to preserve 
competition on a fair and equal basis between these 
two forms of enterprise, as will result in the most 


efficient allocation of resources. 


Winnipeg, Manitoba, "Gordon Blake" 
July 15, 1963. 
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and the 
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1. Modern day systems of taxation must be 

assessed with three aspects in mind: 

(a) Revenue; 

(bo) Economic effects; and 

(c) Equity. 

Obviously the tax system must be sufficiently productive 
to generate the revenues which Government must have to 
meet its proper responsibilities, and the revenue effects 
must always be limiting factors when changes are 
proposed in either rates or structure. At the same 
time, it is widely enpenetanl that in present day high 
tax economies, the burden of taxation, and changes in 
that burden, are likely to have important and widespread 
effects on the size and composition of the Gross 
National Product, which is perhaps the most significant 
economic indicator which we possess. Finally, those who 
create and administer the tax structure must, ina 
democratiic state, constantly strive to produce and 
preserve equity in the distribution of the tax burden. 

2. It is gratifying to observe from the terms 
of reference of this Royal Commission that these three 
aspects afe clearly intended to be given full attention. 
Consequently it is with some confidence of a sympathetic 
hearing that I make the following submission concerning 
one particular aspect of the present tax system, and 
attempt to relate it to the three taxation objectives 
referred to above. This eds: pelea! aspect is that 
having to do with the way in Moh the incomes of busines 
organizations are taxed, in particular those having 


a corporate form. 
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3. A glance at income tax statistics indicates 
immediately that the corporation income tax in this 
country has been a good producer of revenue. aot 
reasonably easy of collection, it also lends itself 
readily to the needs of Government in times of crisis or 
emergency when extraordinary revenues are required. 
part from these advantages, however, it is highly 
questionable, to my mind, that the corporation income tax 
is really a good tax in what might be euphemistically 
termed "more normal times". For in more normal times, 
it is probably safe to say that "the business of Canadians 
is business", and a tax structure which impedes the growth 
and the efficiency of our economic institutions the least, 
would seem to be the appropriate one. The ideal here 
might well be that which I believe the Canadian Tax 
Foundation has referred to as "tax Neutratiliy", by which 
is meant a tax system which will raise revenue in such a 
way that all economic relationships would remain the 
same, and all economic decisions would be the same, as 
they would have been if no taxes were levied. 

Le eae on corporate income are, I believe, un- 
questionably drags on efficiency. They make business 
expansion more difficult; they tend to discourage invest- 
ment; and the incidence of such taxes, while not known 
with precision, is likely such that part is passed on to 
consumers through higher prices, part is borne by capital, 
and partis borne by employees. The heavier such taxes 
are, and the more progression one finds in them, the 


greater are these undesirable effects. I am not, in 


any case, personally impressed by either the logic in, or 
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a 

the need for, progressive taxes ina free enterprise 
economy. In fact I believe that they can leed to quite 
unwarranted discrimination, as well as to a waste of 
energy and resources in attempting to avoid or evade 
their consequences. 

5. I have admitted that the revenue effects 
of eliminating the present income tax on corporations 
would be considerable, but I am scarcely sanguine enough 
to hope that such elimination is in early prospect. It 
is worth keeping in mind, however, that most tax revenues 
are a function of the Gross National Product, and that 
any action which serves to provide impetus to the economy 
in terms of growth, productivity and employment brings, 
to a degree, its own rewards. It is not too difficult 
to envision buoyant revenues from the personal income tax 
and from sumptuary taxes (which, by the way, might well 
be broadened to include many services) resulting from tax 
relief at the corporate level. 

6. The third aspect of the corr ~ation income 
tax, which I have not yet touched upon, is that of equity 
There are a number of ways, I believe, in which this tax, 
as currently imposed, fails to serve the needs of equity. 
The progressive element, for example, makes it attractive 
to form proliferations of "Associated Companies", which 
may serve little purpose but to complicate economic life 
and tax the ingenuity of the legal profession. As noted 
previously as well, the more progression one finds in 
a tax system, the greater become the rewards of successfu 
avoidance, and if some are successful in cue tiddoae while 


others are not, equity is again not served. 
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7. The most striking example which I have 
found of apparent lack of equity in the application of 
the corporate income tax, however, has not been as 
between ordinary corporations, but as between ordinary 
corporations and certain forms of co-operative associa-= 
tions. I propose to examine this in some detail, in 
an attempt to find the root causes of what appears to 
me to be a highly inequitable situation, and:one fraught 
with implications for the future of competition within 
the context of free enterprise. 


8. The basic structure and objectives of 


an ordinary business corporation are probably too well 
known to require much elaboration. It is a legal entity, 
formed for the purpose of poqling the investable funds 
of large numbers of persons, with the intention of 
carrying on trading activities of some kind with the 
object of making financial gain for its owners, who are 
the shareholders. Looking now at the nature of the 
income of such corporations, it should be observed that 
pure profit, to.the economist, occurs only when, as the 
result of the uncertainty or dynamism inherent in : 


the economic system, a firm receives for its product 


something more than the sum of all its costs, comprising 
wages, interest, rent, both explicit and implicit. 
Included in these costs are, of course, an entrepreurial 
wage sufficient to keep management in the firm, and a 
return to risk capital sufficient to keep it from wanderin 
away to more attractive opportunities. 

9. It will be immediately apparent from this 


that corporation income is not likely to be made up of 
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io ws 
very much pure profit. In fact, if competition is brisk 
and approaches perfection, such pure profits will dis- 
appear completely. Consequently taxes on corporation in- 
come are not, as is widely assumed, a tax on profits, 
except insofar as it will fall on pure profits as well as 
on other parts of the corporation's income if such 
profits do happen to exist. They are for the greater 
part taxes on the cost of acquiring risk capital. The 
point of importance, however, is that most corporation 
income is not profit at all in the true sense. It isa 
return to labour, to capital, and to entrepreneurial 
ability. 

10. In terms of the distribution of corporate 
income, it goes, of course, into salaries, wages, interest, 
payment for materials, and as either dividend payments 
to the owners of the corporation, or, with their consent, 
into surplus accounts which may be used for working 
capital or for investment in expansion. That portion of 
corporate income, however, which is to be either paid out 
as earnings of capital in the form of dividends to owners,| 
or held in the corporatior as surplus, is subjected, under 
existing tax laws, to a 21% tax on the first $35,000 and 
a 50% tax on amounts above this, and possibly as well to 
a provincial tax, perhaps of 1 per cent. In addition, 
that part which is then paid out - dividends becomes 
subject to personal income tax in the hands of the 
recipient. 

ll. Co-operatives, li:e ordinary corporations, 
are trading associations which buy or sell within the 


same market environment, at prices which are determined by 
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market forces, in which they, along with ordinary 
"| corporations, exert their economic power to the extent 
; that they can or choose to do so. As in the case of 
ordinary corporations, their income must cover all their 
. costs, comprising wages, interest, rent, both explicit 
and implicit, and payment of some kind for risk capital. 
: In the absence of limitless capital, it must be rationed, 
and this involves a price which will be determined in the 
: last analysis by market forces. 
F 12. Consequently the nature of co-operative 
és income is no different from the nature of corporate incomel. 
i? It comes from precisely the same economic process, and it 
1s can be attributed or imputed to the same factors of 
14 production. 
15 13. One might assume, therefore, that both 
16) forms of income would be'. reated in precisely the same 
17|| manner by the taxing authority, but one finds that it is 
18 not. It is necessary therefore to attempt to disc« ‘er 
19] why not, and the answer appears to be contained not in 
20'|| differences in the nature of the income of these two 
21|| forms of enterprise, but in differences in the manner in 
22|| which this income id distributed or not distributed 
23| within the internal structure of the enterprises them- 
24|| selves. 
25 14. In order to ascertain the nature and degree 
26|| of these "differences" it is necessary to trace briefly 
27|| the history of Sections 73 and 75 of the Income Tax Act, 
298 || which apply to the tax treatment of co-operatives’ incomes 
99, and also to examine the nature of the co-operatives’ 


patronage dividend. 
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15. To this end we shall go back no farther 
than the Royal Commission on Co-operatives, which reported 
in September 1945, although this is not to say that there 
were not events of interest before that date. 

16. The McDougall Commission was set up to 
enquire into the matter of how the income tax and the 
excess profits tax should apply to co-operatives. Its 
“recommendations led to legislation in 1946, which was 
amended in 1948, and which still applies at the present 
time. It is claimed by the investor-owned grain trade tha 
the consequences have been Highly favourable to the Pool 
Elevators and highly discriminatory against themselves. 

17. What the McDougall Commission apparently 
was trying to do can be inferred from its own statement 
that 
"the relative strength of co-operative association 
and their competitors should be carefully 
considered to make certain that the solution 
finally adopted will not ruin one or the other, 
or unduly constrict their relative growth and 
development." 


(Report of the Royal Commission on 
Co-operatives, 1945 = Page 31) 


The difficulties of achieving such a delicate balance 
through the Income Tax Act will be apparent, especially 
over a period of time. In any case the Commission decided 
that co-operatives should be taxed on the same basis as 
other "persons", and that patronage dividends paid to all 
customers in cash or its equivalent, or credited on 


exigible terms, should be deductible in arriving at 


taxable income. It also recommended that newly-formed 
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co-operatives should be exempted from income tax for the 
first three years. This latter recommendation was 
enacted into Section 73 of he aaaee Tax Act. It is se 
clearly discriminatory that it is probably a source of 
embarrassment to the proponents of co-operation, and 
could probably be repealed without much difficulty. In 
any case, it is not this aspect of the matter which is of 
prime interest or significance, in my view. It is the 
question of what may be deducted before income tax is pai 
that contains the major possibilities for inequity. 

18. As noted above, the recommendations of 
the Royal Commission were enacted by Parliament in 1946 
into what have become Sections 73 and 75 of the Income 
Tax Act. But in 1948 the matter was opened again, and 
Sections 75 (4) (f) (i) and (ii) were added, which had 
the effect of further qualifying and extending the word 
"payment", and which is claimed by some to have provided 
such obfuscation as to have negated, in its effects, the 
recommendations of the Royal Commission, or, put in other 
terms, has upset the competitive balance apparently sought 
by the Royal Commission, which has been referred to above. 

19. This is a serious indictment, and should 
be examined with some care. 

20. Turning again to the nature of the 
co-operative, we find that it is a business entity owned 
by its members. These patron-owners share the gains of th 
co-operative in proportion to their contribution to it 
through their patronage. These gains are viewed by the 


co-operatives as savings rather than profits, and the 


simplest form of co-operative would be one in which its 
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members each day bought from it goods at actual cost, 
: plus a bit more for overhead, or sold to it at actual 
; cost minus a bit for overhead. 
q 21. This is not the way in which co-operatives 
J actually function, however, for a number of very good 
‘ practical reasons, and consequently co-operatives 
: invariably sell above cost and buy below cost, and annually 
' distribute the earnings as patronage dividends, or 
é conversely, do not distribute them. 
10 22. The earnings withheld during the year are 
il 


of course available to the co-operative, but in addition, 
12) if the patronage dividend can be met by some other means 
13] than by actually paying out cash, there will be available 
14) to the co-operative sums which represent ineffect a 

15|| re-investment of the patron-owners' share of earnings. 

16|/ In practice, the co-operative must obtain consent to so 

17) withhold payment not by individual authorization but by 

18|| general resolution. Since it is another principle of 

19} co-operation that only a limited return is allowed on 

20|| invested capital, patronage being the prime determinant 

21|| of the magnitude of such return, such funds may on occasio 
22|| be costless. It is held that in the case of the three 

23) Wheat Pools the funds withheld from their members bear 

94] no interest, thus further enhancing the competitive 

25) position of the Pools. 

6 23. It appears that the problem resolves 

07 around the question of when is a patronage dividend not 

28 2 patronage dividend. Some large modern co-operatives are 
many=product firms, engaged in multifarious operations. 


Their funds thus tend to be general funds, only imputable 
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with the greatest of difficulty, if at all, to the 
patronage of any particular member in any particular area 
of its operations. In fact it is quite conceivable for 
gains in one area to be offset by losses in another, as 
in the case of any ordinary corporation. It would seem 
to follow therefore that patronage dividends paid in cash 
must be payments to patron-owners qua owners rather than 
to patron-owners qua patrons, and to the extent that they 
are not paid in cash, but are withheld by the co-operativ 
entity for its own use, they would seem to be nothing mor 
nor less than internal transfers or surplus. If therefora, 
through the use of those devices which have been provided 
in particular in paragraphs (i) and (ii) of Section 75 
(4) (£) of the Income Tax Act, these co-operatives in the 
elevator business have paid taxes on earnings between 
1947 and 1962 at an average of only 8.8%, and have been 
able to retain some $54 million during this period which 
would have gone to the treasury if patronage dividends 
deducted from income in the amount of some $116 million 
had not been allowed, de aon seem that the hope of the 
McDougall Commission that the solution adopted "will not 
ruin one or the other, or unduly constrict their relative 
growth and development" has somehow been frustrated, and 
that the investor-owned elevator companies have good caus 
for their apprehension as to the ultimate result. 

24. One other aspect of the matter deserves 
some small attention. It is held by some upholders of 
the co-operative position that there is absolutely no 
discrimination in Section 75 of the Income Tax Act, since 


it provides that any kind of business organization may 
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Sy 
: deduct from its taxable income allccations of dividends 
. in respect of patronage. This is a specious argument, an 
‘ should be recognized as nothing more. It is surprising, 
; in fact, that the Royal Commission on Co-operatives shoul 
4 have accepted it, as it apparently did. It should be 
° obvious that ordinary corporations cannot pay patronage 
7 dividends to their customers without endangering their 
8 


entire survival as business organizations. It is 

9 deplorable in fact to see some of them attempt to match 

10| the practices of the co-operatives in this regard. The 

11) one form of business enterprise destroys itself by 

12) adopting a practice on which the other form thrives. The 
13] reason for this lies of course in the fact that patronage 
14| dividend of an income-making co-operative is not a price 
15| rebate. It could only be so if paid to a person whose 

16| interest is adverse to the co-operative which pays it. 

17| (See R. T. Patterson, "The Tax Exemption of Losaipirkiottelle 
1g|| Page 71.) On the contrary, it is a dvidend paid or credited 
19] to its stockholders, indistinguishable in fact from any 

29] Other distribution of profit, and this in turn because 

21] most co-operatives today have lost their "agency" status, 


22 if they ever had one. 


3 Further, as Professor McIvor has observed, 
24 "To point out, as is frequently done, that 

25 ordinary corporations are free to re-organize 
26 as co-operatives is not to deny but to affirm 
27 the reality of discrimination as between 

a the two forms of organization." 


(Recent Growth in Canadian Co-operatives" 
29 - Canadian Tax Foundation, 1962 = Page 36) 


a 25. Returning now to the earlier discussion 


. i at iH 


i4 
ms nf 
hy ] 
Hu i < 


nN ie ae 
1 bed seer 
wy! yt Ne a in "ah ‘ft teat 
aineganin som doce: a0 ited dstw: begendy' DAN ot ; : os W 


- eae a f Bd Sa : et... 
ee 


Clal a ro vacont notre oqo ae te f Pas 


\aometoe ake atu arth b dan biiinidaciiee writ Leite 


extwp aolalene oo Simel Wah dan @2 32 nao ee Meg it 
2 i yw | Riky aot serstice a ee Views BOL mort azoet he ae Age Pay al) 
er tardy ray Baad isu head a2. 9ernode e@eff2 Do a0 2apes hall har 
ne nb ; : 


hy ? egret ofa; RegsoRe 2h dghw polebregwen wl ~ivoee wsicoe o* ene 


, : : 
e T P) § 


Vb rete peegte yddanoetes: binow ams. jepbrard mdi. Pie 0" c 
" ie f ad 7 ' ; ’ 
7 J 


. porismrobre At cast deemos: Gk at tertiye: ct ep oowe daegipireeh | Mel ite| 


* ‘ 
7 need evan of Sreenge Catwowleelhormg ar sows ae oft 7M ) 
: 5 i 
mis 7 Fae ‘ tnt lad > ein vee 
| Seobdebiadte aa cabact? aise wieven® wit al potent f 
; 
. - co ra - 4) } ty 
marl & ays BS. ey Shere) argh ] to Sys at: A wy ee ack Oe 4 1 
. | 
! a 
“ai : ‘ = ‘ , i ' i : P > trom Piet 
(eet? eesntadd detod ete ae ante cubedt baecenpat evan yf a 8 ‘ata 
: mia) 
( ¢< is \ s 
4 z SeXtSGo Yreas brea 1” 7” “aut op rane t +) ng i 
+ ' 
sat 
eromteds0" «snes ted Of OF tone 74g mon) erro vate: ta) 
| ; 
iy 
i ‘a y . 4 a * ~~ o« i i, ac 2 * * ae - ¥ * - e ot ‘ 
‘hate QnoLge1= OES AO LIBERO 0g GH? Cs Fisro aE rwihe: BA aX 
é re r 
4p Bu 4, ae, ; e Pa ri ‘ 
hy) pad al dit tad) arose “Roy meta ate: paleo ee DAC bil hie), 
‘it 
1 ie Wv es ’ 
} Véaeniinw "Oo gnedxe garseotonl ae OF at f Gt at: JOG Fil i oe ae 
‘ » a’ 
& i ’ " 
‘ if « a | 
7) , j 
v 
‘ r . wi a eee s.¢ : ? 
y ‘ Lo soldort jan enAs As spurt Eo “THR te Sale Ris ~s ee a 
at 
| 
' " 
ha oo: ou ¢ os : ei) ikl peel | ’ ‘ ak hid swale 
ed? Dada Bel dered yrsemko1 $ woes. od asa in 
7 4x 
~ + » af 7s m - ’ 
ero L2Laog 8. am ¢1 72a OV i “ow 4 ‘ 
' 
t " P ‘ = — 4 gu 
etisne ec son Beee oof Fe oo ne unat a 
' oe 
sa.atda eves Lies bigow met Geroods) akdwrogreo woe oe 
i] 
mT. oak aivie % nae i P = | "1 { 
nohduton Ltaehi els to bacilletting ere. | Ae he ae 
> 
4 
~antds 1 bigew yslupe , vevewad ,timdt~ Jageo” yeh ake 
‘ : (a 
" « 
* im 4 Ion - 
Ted ‘at oF * { i 3 , , 
¢ 
{ « 
a I 
Pa » + f t : ; 
oS wi Ge OCaT | Pit2 3 cy 1’ or. 1 POsey ‘ Bi 
my 


ai Sane snosat eet stihl PCCM, Goa bint +ini . hae 
if 7 , ) ¥ in) 


yes nada o. iehia mY wons ser? wl tN eat | Be sd 
; - eoRedeine ‘Seka fhe 


"3 


ug 1 ; —. Ad, ' 7 : 4, : is vila a i i he itt ( 
Owe ae Ue Pe TOR ROT ak Aly hat RO So TAT yt OE 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


of the corporation income tax, it will be recalled that 

it was charged with being an impediment to investment and 
business expansion and Peete on efficiency. If such is 
the case, it is not difficult to envision quite remarkabl 
effects from its removal. By the same token, if one 
section of the economy is burdened with this tax while 
another sector in competition with it escapes the large 
part of this burden, one would reasonably expect the 
favoured sector to outstrip its competitor in performance. 
This in fact is precisely what appears to have been 
happening in the Western grain trade, on statistical 
evidence, which shows that the Grain Co-operatives, since 
1931, have increased their share of the total business fro 
46 per cent to 66 per cent, and their operation of 
elevators from 38 per cent to 56 per cent. Furthermore, 
it is obvious that as the Co-operatives expand operations 
while still escaping the burden of income tax, this burden 
will have to be borne to an increasing extent by ordinary 
corporations. 

26. It would clearly be in the direction of 
equity to place the ordinary corporation and the 
co-operative in more readily comparable positions tax-wise 
than they appear to be at the cabria The entire removal 
of the corporation tncome tax would nekebien this ata 
stroke. In the unlikelihood of this ideal solution 
being brought about, however, equity would I sini: be 
served by the following 

1. Repeal Section 73 of the Income Tax Act, 

which exempts co-operatives from income tax 


during the first three years of their 
existence. 
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2. Repeal Section 75 of the Income Tax Act, 
and replace it with a new section which 
disallows all patronage dividends and all 
payments, allocations and credits in proe- 
portion to patronage as deductions from 
taxable income, and also requires that such 
dividends, etc., be subject to taxation 
in the hands of the recipients, with the 
same credits as apply in the case of 
ordinary corporate dividends. 

27. Business corporations and co-operatives are 
both entirely legitimate forms of enterprise in our 
economy. Each has its particular attractions to sectors 
of the population, and both contribute to the viability 
and vigour of our economic life. The philosophies 
underlying the two forms are somewhat different, but they 
are both business organizations seeking gain. Ina high 
tax economy such as Canadats, there would seem to be no 
place for tax favours which not only place one form of 
enterprise in a privileged position competitively, but als 
increase the tax burden on the taxable sector in order to 
maintain revenues. The continuance: f the kind of subsidy 
that has been described in this submission could, in my 
view, only be supported if Government were prepared to 
declare openly that as a matter of public policy it favour 
the growth of co-operative forms of enterprise over the 
growth of investor-owned forms, ard this would be a very 
Significant declaration indeed. Fiiling the adoption of 
such an overt policy, however, there would seem to be no 


alternative to removing the tax discrimination which at 
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aie 
present exists between the two forms of enterprise. | 
28. It is not difficult to be somewhat senti- 
mental over the definition of a co-operative association 
provided by some economic historians, such as, for 
example, C. R. Fay, as 
"an association for the purposes of jointe 
trading, originating among the weak and 
conducted always in an unselfish spirit." 
One ts apt also to view with a moist eye the struggles 
of the Rochdale Equitable Pioneers to acquire their 
28 Pounds of original investment, painfully built up of 
twopenning contributions; and much of the earlier history 
of the co-operative movement in Canada contains accounts 
of fortitude and of high purpose, but it is wise to 
ensure that such sentiment is not being misplaced when one 
is discussing organizations whose assets, sales and 
earnings run into the hundreds of millions of dollars, and 
who, aided by what amounts to virtual Governmental sub- 
sidies, appear to be in the process of absorbing their 
competitors who carry their full burden of taxation, but 
whose economic efficiency may certainly be no less tri 
the absence of such a burden. It is submitted that it 
would be no more wise to permit sonbinent to stand in the 
way of justice in such a situation than it would in the 
celebrated but probably apocryphal case of the youth who 


murdered his parents, on the ground that orphans are 


deserving of sympathy e I hasten to add that I have 


drawn here merely an analogy, and not a parallel. 


ALL OF WHICH IS RESPECTFULLY SUBMITTED, 


Winnipeg, Manitoba "Gordon Blake" 
July 15, 1963. 
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5. Would you be willing to say that the alleged superior 
competitive position of the “pool” companies would be 
removed if dividends of all corporations were per- 


mitted as deductions from corporate taxable income? 


Di 


While our Members would no doubt be happy to 
escape corporate taxation, we feel that under conditions 
as they exist any such solution would be subject to 
criticism as short sighted and not in the best interests 


of the country as a whole. 


Is it possible to give meaningful comparisons between 


OF 


the Line companies and the “pools" of the relative 


importance of retained earnings in the two types of 


organizations? 


i 


Retained earnings, irrespective of the nature®™ 


jof the corporation - that is whether private enterprise 


\) 


i 
or co-operative enterprise - are the same andsused for 


i] 
|! 


ithe same purpose. 


i Yours very truly, 


Cecil Lamont 
President 
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Office of the Secretary-Treasurer 
1595 West 10th Avenue 
VANCOUVER 9, B.C. 


Board of School Trustees 
of School District No. 39 (Vancouver) 


December 12th, 1962. 


Secretary. 

Royal Commission on Taxation, 
P.O. Box 466, 

Ottawa, Canada. 


RE: Royal Commission on Taxation. 


Dear Sir: 

The Board of School Trustees of School 
District No. 39 (VANCOUVER), being the authority 
duly authorized under the Public Schools Act of 
the Province of British Columbia to administer the 
Public School System in the City of Vancouver, at 
a recent meeting considered matters to be brought 
before the Royal Commission on Taxation. 

The Board agreed that due to the pressure of 
other business, it would not prepare a brief for 
presentation to the Commission. 

However it was felt that the Federal Govern- 
ment, by exempting from sales tax all equipment and 
supplies used by educational institutions, could 
in a positive way, and without prejudice, give a form 
of Federal aid to education. Furthermore, such 
exemption would result in additional savings by 
eliminating the administrative costs involved under 
the existing complex regulations. 


The Board, therefore, approved a motion 
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instructing the Secretary-Treasurer to write . 
requesting that the matter of Federal Sales and 
Excise taxes, as they effect school boards, be 


given careful consideration by the Commission. 


Respectfully submitted, 


(Signed) J. E. Robertson, 
Secretary-Treasurer, 
Board of School Trustees of 
JER:ado. School District No.39 (VANCO 
e.c.Secretary,B.C.S.T.A. 
Secretary, C.S.T.A. 
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INDUSTRIAL DEVELOPMENT COMMISSION 
of Greater Vancouver 

1123 - 355 Burrard Street 
Vancouver 1, Canada. 
August 15th, 1963. 

Mr. Kenneth LeM. Carter, 

Chairman, 

Royal Commission on Taxation, 

c/o Vancouver Public Library, 

Vancouver, B.C. 

Dear Sir: 

We of the Industrial Development Commission of 

Greater Vancouver are concerned as to effects of the 

growing tax burden on our industries as it becomes a cost 

factor which of necessity must ultimately be written 

into prices. This is damaging to their position in our 

increasingly competitive markets and our ability to in- 

crease employment opportunities for the increasing labour 

force. 

We have been indirectly associated with sub- 


missions that have been placed before you, but now that 


Mr. H.S. Brown of Kings' Way Lamp & Manufacturing (1960) 


swam: 


Ltd. has submitted his personal problems we take tris 
opportunity to support his position as his is by no means 
an isolated case. A year or more ago we placed this pro- 
blem before the Honourable George Hees and it was passed 
along to the Minister of Finance and the Minister of 
National Revenue on behalf of:- 
Gearmatic Company, North Surrey, B.C. 
Elco Manufacturing Co. Ltd., Vancouver, B.C. 


W. Freeman & Son Ltd., Vancouver, B.C. 


Metalex Ltd., Richmond, B.C. 


| 
| 
| 
| 
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1) and others not named with supporting correspondence. 

2i Their main concern centred on the uneven aoplication of 
3ithe Federal sales tax and certain operation rulings 
4\\which were set out in part as follows:- 

5i "1. The pederal hina Tax is applied to the manufacturers 
s| setting price which must include selling cost, distribu- 

7\ tion and profit, whereas the application of Federal Sales 
8| Tax on imports for similar products is only assessed 

Di against the duty paid value. This import value does not 
10] include the cost of selling, distributing and profit and 

11] so the local manufacturer must bear the cost of a heavier 
12| sales tax with more favoured treatment in this regard 

131 going to the importer of foreign goods. 

14| 2. Duty on some specific products dutiable as "A Class 

| 


iSlilor Kind Made in Canada" at 224% is trapped under Class 


16/;\even though certain items of Kind are not produced in 


17|\Canada, yet can enter Canada as part of a finished pro- 


18 | duct at low duty or duty free, depending on the use. 


| 


id ha Many imports for end use by primary industries are 
20| given preferential or duty free entry into Canada, while 


| 
21 Canadian products of similar items are dutiable on export, 
| 


' 


oe U.S.A. duties. Our manufacturers look for recipro- 


23 | city in such items and contend that foreign manufacturers 
I 
24) are thus in a preferred position with free accéss to their 


Sihome markets and those in Canada. Under this condition, 


i 
26 | there is a strong pull for certain local manufacturers to 


27\|\move South to benefit by a free access to both markets. 


28/4. In similar fashion to the foregoing item, some 
29 ||\Canadian-made products do not receive the intended tariff 


30 jprotection when such products are imported as an attach- 
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1! ment to equipment that is allowed duty free entry. 

2) 5. In spite of the Federal Government's assistance in 
3) tariff protection for Canadian components in many lines 
4| and the recapture of tariff and sales tax on foreign 

5| made components incorporated in Canadian products for 
6| export, there is a strong {nducement to increase U.S.A. 


7 component parts as far as possible to overcome their 


9| provision, some local manufacturers who import a limited 


amount of components find the problem of paper work and 


is 
So 


11|| cost of same more expensive or troublesome than the value 
12|| of recapture. It is to be noted that our local secondary 
13] industries are largely free trade minded so long as it is 


14| reciprocal." 


8| duties on our exvorts. Again considering the recapture 
15| Our concern in this matter was heightened when 
the Honourable Walter Gordon submitted his budget to 

17| Parliament in June and we addressed a letter to the 


18|| Prime Minister reading in part as follows:- 


19 | "The section of the budget which reimposes the 
“ 11% sales tak on production equipment and building ma- 

21 terials with no exemotion for jod creating industries 

22 except in fishing and agriculture is beyond our compre- 


23 nension. We acknowledge some aid through rapid deprecia- 
24 tion but it creates a heavier capitalization and profits 


25|| must be made before benefits are realized. We in British 


26) Columbia as across the Prairies and in the Maritimes are 
27|| fighting to expand and develop new secondary industries 

28 | in order to create job opportunities for our young people 
99 and our growing work force and a better balanced economy. 


30 We believe that the tax engendered by new jobs, 
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greater production and unemployment savings would be much 
greater in the long run than the amount of this sales 
tax withdrawn by these suggested exemptions. | 
One of our newly incorporated companies formed 
to open up 4 new industry for British Columbia here in | 
Greater Vancouver is now ready to start with their fin- 
ancing complete for a $700,000 investment in machinery / 
and about $250,000 in buildings and they anticipate em- 
ploying 4O to 50 people. They cannot help but compare 
our type of inducement with its 11% jolt totalling over 
$90,000 with the incentives given for new industries by 
other beckoning countries.” 
We recognize that this has been alleviated to 
some extent by a reduced sales tax for this year and next 
year in certain areas. 


We believe that the application of the sales 


facturer's selling price could well alleviate this ob- 


| stacle for the producer and may have other renefits. 


{ 
H 
| 
| 
i 
| 
| 
| 
| 
; 
| 
| 
| 
tax at the retail or end-use level rather than on manu- 
| 
: 
This could eliminate the pyramiding of the effect of the 
tax cost which is now embedded in the manufacturer's | 
price and certainly would increase the consumer's aware- | 
ness of the cost of Goverfment peneiits. | 


We appreciate the work your Commission has set 


its hand to do and trust that your review of the taxation 


| factors built into our manufacturer's cost may well assist 


in bringing forward some tax relief which may stimulate 
growth and development in this field. 


INDUSTRIAL DEVELOPMENT COMMISSION OF GREATER 
VANCOUVER 


Ralph C. Pybus, Chairman 


SUBHISSION 
of 
THE HEAVY CONSTRUCTION ASSOCIATION OF B.C. 
to the 
ROYAL COMMISSION 
on 


TAXATION 


JULY, 1963. 
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This brief is submitted on behalf of the Heavy Con- 
struction Association of B.C., which is affiliated with the Canadian 
Construction Association and offers support to their national policies 


on taxation. 


This brief contains the following recommendations: 
1. Changes in the Capital Cost Allowance for con- 


struction equipment. 
2. The Completed Contract Method for reporting income. 


3. Contractors be allowed to average income over a five 
year period as is done in the fishing and farming 


industries. 


4, A uniform exemption of Federal Sales Tax upon all 


construction equipment for all purchasers. 
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THS HEAVY CONSTRUCTION ASSOCIATION OF B.C. 


SUBMISSION TO THE ROYAL COMMISSION ON TAXATION 


Le The Heavy Construction Association of B.C., wel- 
comes this opportunity to place before this Royal Commission its 
views in respect to the incidence and effects of taxation imposed 

by the Parliament of Canada. It is the sincere hope of this Associa- 
tion that it may be able to make some constructive contribution to 
these important proceedings and that it may be able, in some measure, 


to assist this Royal Commission in its inquiry. 


ae The Heavy Construction Association of B.C., founded 
in 1947 and incorporated under the Societies Act of B.C., on April 12, 
1960, is a non-profit organization representing the Roadbuilding and 


Heavy Construction Industry of British Columbia. 


3. Kember Companies « the Association include almost 
all contractors engaged in road bu djing and heavy construction work 
in this Province as well as many firms engaged in the manufacture, 
sale or supply of materials, equipment or services used by these con- 
tractors and are, to a large extent, dependent upon these contractor&* 
for an outlet of their sales or services in this Province. (Appendix 


A - Membership Roster). 


a The heavy construction industry in British Columbia 
is a seasonal industry dependent upon fair weather during the summer 
months for the successful completion of projects. Operations such as 
asphaltic paving require warm, dry weather, thus rendering unsatis- 
factory for construction many cool or wet days even during the summer 
months. Tendering authorities must often schedule completion dates 
for individual projects with an eye to the completion of the entire 
project before spring run-off, winter freeze-up or incapacitating 
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os Not only is the contractor subjected to the sea- 
sonal fluctuation of wori: and the rigorous scheduling of operations 
due to weather conditions but also the awarding of contracts may 

vary from year to year, dependent upon politics, election dates, 
tightening and easing of credit restrictions and the confidence of 

the general public and business leaders in the economy of the Province 


and of the nation. 


6. The Construction Industry is one which affects the 
welfare of all other industries in Canada. Matters which adversely 
affect the Construction Industry are, therefore, of general concern 

to the nation's economy. So much of the Canadian economy relies on 

the construction program that any sizeable reduction in its volume 
would not only adversely affect the industry itself but also the 
general public. "Construction In Canada", issued by the Department 

of Trade & Commerce, has recorded an average annual construction 
program valued at over $7 billion since 1957. The Department's Invest- 
ment Outlook for 1963 records construction intentions totalling $7,608 
million. As Canada's largest industry, construction gives direct jobs 
to the year-around equivalent of some 556,000 Canadians and to an even 
larger number off-site who produce, transport and merchandize construc~ 
tion materials and equipment. In British Columbia, the total value of 
Construction has been in excess of $800 million a year since 1957, thus 
representing, though not the largest of B.C.'s industries, one that con- 


tributes greatly to the economy of the Province. 


LF The Heavy Construction Association of B.C., is affil- 
iated with the Canadian Construction Association and as such has par- 
ticipated in the formulation of that organization's policies in regards 


to taxation. 


8. It is therefore the intention of this Association to 
endorse here these national policies and to elaborate upon them only 
in the instances of especial hardship to B.C.'s heavy construction 


contractor. 
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CANADIAN CONSTRUCTION ASSOCIATION'S 
FAXATION POLI CTC 


9. The Canadian Construction Association has urged 
Since 1958 that the Federal Government use taxation policies to a 
greater extent to stimulate capital investment and increased pro- 
duction as well as to collect revenue, Incentives offered to pro- 
vincial and municipal governments in the form of grants, low cost 
loans, etc., have received prompt response; business and finance 
may be expected to do likewise if effective incentives are offered. 


"Private works" provide some 75% more on-site employment than public 


works. 
Ro COMEENDATIONS 
1s. 483) axpansion of the accelerated capital cost allowance 


program with special attention being given to manufacturing and con- 
struction equipment. 

(ii) Amendment of the Income Tax Act to provide for the 
optional use of the "completion" mei hod of accounting by contractors 
in filing their corporate income t: returns. 

(iii) Extension of the exemptions from Federal Sales Tax 
so as to include all construction materials and equipment and particu- 
larly that these exemptions apply to those items now available to 


Provincial and Municipal Governments on a tax free basis. 


CAPITAL COST ALLOWANCE 
43. The modern heavy construction contractor, to remain 
solvent, has had to become highly competitive, continually developing 
more economical production methods. Having recognized that one 
machine ‘s production can replace the efforts of many men, the heavy 
construction industry has become highly mechanized. The advent of 
the machine into the heavy construction industry also made possible 
enormous engineering feats previously prohibitive due to cost. The 
increase in engineering construction has promoted greater progressive 


production of machinery. Just as it had been discovered that one 
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mac "4 replace many men, it was soon apparent that one large 
machine coud rep 2.2 . amber of smaller ones. Also, advancements 
in design and power have accelerated the production of new machines 


with greater production capacity than predecessors. 


igs Appendix B shows the change in models of equipment 
handled by one of the major equipment manufacturers between 1956 and 
1963. Each change in model is a result of design changes giving greater 


productivity. 


13. The self-propelled scraper, which has become one of 
the essential tools of the road building contractor, is a good example 
of change. The DW21 purchased in 1958 has been replaced by two new 
lines, the 619 and the 631, with ten different models of these avail- 
able in 1963. The contractor can choose from these ten models that 
machine which will give him the most economical production on a par- 


ticular project. 


14, The contractor working on engineering projects in 
British Columbia is working in some of the most rugged terrain in the 
country. Construction equipment is required to work on mountainous 
slopes, on rock bluffs, in the midst of streams or rivers, in sand, 
mud, gravel or in dense brush. Under such conditions w-7r and damage 
to equipment is extensive and equipment maintenance costs are extremely 
high. Special equipment is frequently required which often has no use 
after the completion of the contract. 


« 


ins It is evident that, owing to the highly specialized 
nature and rapid depreciation and obsolescence of contractors' equip- 
ment, that the 30 per cent Capital Cost Allowance permitted under 


Class (10) is inadequate. 


16. Prior to 1948, depreciation was allowed on a straight 
line basis with rates being determined for various types of assets. 
In 1948 with the introduction of the Income Tax Act the Diminishing 


Balance method of computing the write-off was established. In almost 
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all instances the allowable rates for computation of Capital Cost 
Allowance were double the rates permitted under the old depreciation 
methods, (i.e., office equipment and most plant and equipment of manu- 
facturers was increased from 10 per cent straight line method to 20 
per cent Decreasing Balance Method). This was not the case with con- 
tractors' moveable equipment which formerly enjoyed a rate of 20 per 
cent and was increased under the revised Capital Cost Allowance sched- 
ules only to a maximum of 30 per cent. This permits a write-off of 
only 65.7 per cent of contractors' equipment over a three year period. 
As stated earlier, this is inadequate as a contractor is required to 
utilize his equipment under the most adverse conditions, literally de- 


molishing it in the performance of his contracts. 


Khe In addition to the tremendous depreciation suffered by 
equipment in the ordinary course of business, rapid technological changes 
and research by equipment manufacturers render equipment obsolete in 4 
very short period of time. One must only consider the changes in the 
so-called D-8 Cat. which have taken place during the past few years. 

(See Appendix B.) The substantial. increased horsepower in the motors 
and the latest type of dozing and ripping equipment makes a pre-36A 
Series Cat. virtually obsolete in the presence of these new mechanical 
improvements. Rock drilling methods also have changed substantially 
with the advent of the modern air trac as compared to the jackhammer , 


wagon drill and other not too old methods of rock drilling. 


18. It is respectfully submitted that the rate of Capital 
Cost Allowance permitted on contractors' mobile equipment should recog- 
nize this rapid depreciation and obsolescence by being increased to 

40 per cent, thereby permitting a contractor to write off 78.4 per cent 
in the first three years of operation. This, it can be shown, more 
realistically reflects the true value of mobile construction equipment 


after three years of operation. 


13. The heavy construction industry is frequently called 
upon to meet the most stringent completion dates and upon whose operations 


the elements have almost complete control. Under these conditions a 
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cont - ig often required to work on a multi-shift basis, six or 
seven days a weel:, This excessive use of equipment results in a very 
rapid physical depreciation of the equipment which, under the existing 
Capital Cost Allowance regulations, is not recognized. Under the pres- 
ent regulations a contractor is penalized by being restricted to a fixed 
depreciation, jyeopective of the length of his shifts and hence at the 
completion of a major project is taxed on unearned profits as the depre- 
ciation allowed is frequently SO per cent of the actual depreciation 


suffered. 


20. An example of the inequity which arises occurred with 
one of our members who, during the course of construction of a major 
hydro electric development, was required to operate on two 10-hour shifts 
per day, seven days per week. This was not a choice made by the con- 
tractor but was necessitated by the very nature of the project which re- 
quired the impounding of water behind an earth-filled dam within a pre- 
scribed time, At the completion of the project the equipment was offered 
for sale at fair market prices, having due regard to its depreciated 
state. After six months of fruitless attempts at sale the equipment was 
divided by the two companies forming the Joint Yenture and valued at the 
prices at which it had been offered for sale, less 10 per cent for antici- 


pated selling expenses included in the original selling price. 


21. The Income Tax Department could not recognize the reduc- 
tion in value and required the assets to be transferred to the respective 
companies at net book value being the original cost less allowable Capital 
Cost allowances. This resulted in an increase in taxable income of some 
$200,000 to each of the contractors and was a crippling blow in light of 
the nominal profits made on the project and particularly in view of the 
fact that the equipment was substantially over-valued on the basis of 


the Tax Department evaluations. 


22. This situation would not have occurred had the contractor 
been permitted to claim accelerated depreciation for such portions of the 


year as the equipment was used on the multi-shift operation. 
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23. It is respectfully submitted that the heavy con- 
struction industry should be permitted, in addition to the normal 
depreciation allowed under Capital Cost regulations, to claim ac- 
celerated depreciation on equipment which works on a malti-shift 

basis. This accelerated depreciation could be calculated on a pro- 
rata bisis, based on the additional shifts or hours worked over normal. 


COMPLETED CONTRACT METHOD 


24, The present method of income tax assessment with re- 
gard to reporting the profit or loss on contracts in progress, is 
roughly as follows: 

(a) The income is determined by using the progress estimates 


received to the end of the fiscal period. 


(tb) All contract expenses to the end of the fiscal period are 


deducted from the income determined under Item (a). 


(c) The net operating profit or loss as determined above, is re- 
ported for income tax purps es in the respective taxation 


year. 


25. The above method of computing profit or loss is not, 
in a large number of cases, a satisfactory means of profit dict rmination 
for the following reasons: 

(a) No recognition is given to tie fact that Progress Estimates 
are not always accurately determined on a month-to-month 
basis; whereas, the final Estimate is calculated exactly to 
the extent that measurements and quantities are verified at 
that time. On a month-to-month basis, these are usually 
estimated. 

(b) During the early stages of a contract, a large number of ex- 
penses are properly deferred expenses, such as move-in and 
set-up expense, initial supplies shipped in, and various mob- 


ilization and organization expenses, 
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‘e instance of distorted earnings could result if in the 
early stages of a contract no hazards were expected or en- 
countered so that this stage of the contract would show a 

- profit, whereas in the latter stages of the contract certain 
hazards were expected or encountered resulting in this stage 
being carried owt at no profit, or even a loss. If the above 
situation occurred during two separate taxation years, income 
taxes would be paid in the first year, on the more or less un- 
realized profit; whereas, in the second year, no profit might 

exist - or, even a loss could occur, which should have been 
offset against the early stage profit. This is not possible 


under the present legislation. 


26. We respectfully submit that consideration should be 
given to allow the completed contract method of reporting profit or 
less on contracts for income tax purposes. 

AVERAGING OF INCOHE 

TOR TAXATION PURPOSES 
ZT « The contract volume and resulting profits or losses of 
Contractors are subject to wide fluctuations in various years. (Appen- 
dix C). This is largely due te the fact that almost all work performed 
is obtained by public tender. (Appendix D). It is further submitted 
that it is conceivable there might be no comparison between contract 
volume and resulting profits or losses. This is mainly due to two 
reasons. The first is that contracting, particularly heavy construc- 
tion, is a very high risk business venture due to unforeseen factors 
at time of bidding, and unusual weather conditions being encountered 
during construction. The other reason is that economic conditions, 
particularly those present at this time, tend to vary profits or los- 


ses drastically. 


28. The above situation is somewhat similar to that en- 
countered by farmers and fishermen who are given some relief from an 
undue income tax burden in a particular year in which their earnings 


are abnormally high. This is accomplished by allowing them to average 
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earnings over 4 5-year period and pay income taxes thereon at a 


somevhat average rate. 


29. Ne respectfully submit that contractors should alse 
be given the same opportunity to average their earnings over a 5-year 
period. One might think that this is not so significant in the case 
of contractors who, in most cases, are corporate entities filing 
corporation tax returns using a somewhat fixed rate of tax; whereas 
farmers and fishermen are, in most cases, proprietors or partnerships 
who file personal tax returns using graduated rates of tax. Generally 


speaking, this is true, except in a situation as indicated below: 


Year Taxable Incosie pee 
> ee come Tax 
1957 $ 300,000.00 $125,000.00 
1958 100 ,000 .00 40 ,000.00 
1959 ( 200,000.00) ( 40,000.00) 
150 ( 100,000.00) --- 
1961 ( 100 ,000 .00) --- 
TOTALS. ore $125 ,000 ,00 


30. It is apparent from the above thet over a 5-year 
period the company would have 4 Nil operating result, whereas it 


would have paid income tax to the extent of approximately $125,000.00. 


31. The above situation would eventually lead to bankruptcy 
of any enterprise, but if a S-year average of profits was available, the 


potential incoue tax refund would certainly forestall the financial 


difficulties. 
EXTENSION OF TH SXSHPTIONS 
FuOi. FEDIcAL SALTS TAX 
32. Under the budget pronosals announced in the House 


of Commons this year, construction equipment purchased by Provincial 
and Municipal Governments will remain Federal Sales Tax exempt, while 
all construction equipment purchased by the contractor will be subject 


to tax. 
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33. The combined effect of the Federal and Provincial 

Sales Tax adds more than 16% to the contractor's purchase price. The 
exemptions given to Provincial and Municipal Governments constitutes 

unfair competition in that it tends to encourage these public bodies 

to buy construction equipment to carry out their own construction work. 
Thus is bred more "day labour" or “own forces" construction rather than 

the utilization of the more economical and efficient procedure of call- 

ing competitive tenders. If contractors were afforded the same exemptions, 
they would have a more equitable opportunity of carrying out their nor- 
wal construction functions and thereby increasing their base for federal 


income tax. 


34. The British Columbia Department of Highways is estimated 
to have an equinaent fleet valued at $30 million. It has been determined 
from the Minister of Highway's report for 1961-62 that approximately 

$64 million was expended by that Department on a day labour basis for 

the construction or reconstruction of roads during 1962. An additional 
expenditure of $15 million for materials, machinery rentals and surfac- 
ing brings the total to approximately $8 million for day labour work 


for the one year. 


35. The Department reports expenditures of $2,250,000 
for new equipment and $4,100,000 for maintenance of machinery (repairs, 


fuel, etc.,) upon which no sales tax was paid. 


36. This represents a sizeable tax loss to the Federal 


Govermuaent. 


aa It has long been the contention of this Association, 
and has now been given firm support by the findings of the Royal Com- 
mission on Government Organization, that Governmental Agencies should 
not be in the construction business but should contract out to private 


industry. (Appendix E.) 


38. The exemption from Federal Sales Tax for Provincial 


and Municipal purchases of construction equipment is an incentive to 
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undertake construction themselves that, to better advantage, should 


be called to public tender. 


39. The Federal Government should provide leadership to 
lesser Govermnents. Through Federal Taxation policies, ohana 
practices to the detriment of the Canadian people should be discouraged, 
and private enterprise, contributing to the economic expansion of the 


community and the nation, should be offered encouragement. 


40. The Heavy Construction Association has appreciated 

the opportunity of making representation to this Royal Commission 

and sincerely hopes that the information and recommendations herein 
contained will assist in the determination of Federal taxation policies 


contributing to the betterment of the Canadian people. 


GORDON R. HODSON, 
General Manager. 
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APPENDIX A 


MEMBETSHIP OF THE HEAVY CONSTRUCTION ASSOCIATION OF B.C. 


ACTIVE MEMBERS: 


EMIL ANDZRSON CONSTRUCTION COMPANY LTD. 

BEDFORD CONSTRUCTION CO. LTD. 

BROUN & ROOT LTD. 

JACK CoilS LTD. 

CHRISTIANI & NISLSEN OF CANADA LTD. 

CITY CONSTRUCTION COMPANY LIIT=D 

COLUMBIA BITULITHIC LUMTSD 

DAWSON CONSTRUCTION LIMITED — 

CENTRAL CONSTRUCTION COMPANY, Division of Standard 
Gravel & Surfacing of Canada Linited. 

GILPIN CONSTRUCTION CO., LTD. 

THs JAMDSSON CONSTRUCTION COMPANY LIWT&D. 

AL JOHNSON CONSTRUCTION CO., OF CANADA LIMITED. 

HENRY J. AISER COMPANY (CANADA) LTD. 

PETER MIZYIT SONS COMPANY OF CANADA LTD. 

JOHN LAING & SON (CANADA) LIMIT2D. 

P. F. LA CONSTRUCTION LIMITED. 

G. 4. LEDINGHAM & CO., LID. 

McPHAIL'S CONSTRUCTION CO., LTD. 

MANNING CONSTRUCTION LTD. 

HANNIX CO., LTD. 

MARVELL CONSTRUCTION LIMITED. 

NEW WEST CONSTRUCTION CO., LTD. 

NORTHZ2N CONSTRUCTION COMPANY AND J. i. STSUART 
LIMITsD, 

PATRICK CONSTRUCTION COMPANY LIMITED. 

SQUARE M - COLSMAN. 

~. R. TAYLOR CONSTRUCTION CO., LTD. 

UNITED CONTRACTORS LTD. 

VANCOUVER PILE DRIVING & CONTRACTING CO., LTD. 

WAKEMAN AND TRIMBLE CONTRACTORS LTD. 

WESTERN PAVING LTD. 


JOINT VENTURES: 


KAISER-GILPIN, A JOINT VENTURE. 
IQENIT-DAYSON-JOHNSON, A JOINT VENTURE. 


APFILIATS MOMBERS: 


ALBERTA TRAILER COMPANY 1961 LTD. 
CAL-VAN CATERERS LTD. 

CANUS SERVICES LTD. 

A & C KNIGHT LTD. 

ROUTLEDGE GRAVEL CONTRACTORS LTD. 
WESTERN CATERING LIMITED. 

WEST COAST TRAILZ2 SALES CO. 
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ASSOCIATS MEMBERS: 


AIR EQUIPHENT Services LTD. 

ARRO TRANSFSR COMPANY LTD. 

BINGHAM EQUIPMENT CO., LTD. 

TUZ BRITISH AMERICAN OIL COMPANY LIMITED. 
BRITISH COLUMBIA CEMENT COMPANY LIMITSD. 
8B. C. SQUIPMENT COMPANY LTD. 

CANADIAN ACCSPTANCS CORPORATION LIMITED. 
CANADIAN INDUSTRIES LIMITED. 

CANADIAN MOTOROLA ELECTRONICS COMPANY. 
CANADIAN TRATFIC CONTROL LID. 
DIETRICH-COLLINS ZQUIPMENT LTD. 

FINNING TRACTOR & SQUIPMENT CO., LTD. 
HONS OIL DISTRIBUTORS LIVITSD. 

TI}PSRIAL OIL LIMITED 

LAFARGE CEMENT OF NORTH AMERICA LTD. 
LESLIS WRIGHT & ROLFE LTD. 

G. li. PHILPOTT CO. LTD. 

PUZYES RITCHIS LIMITED. 

ROLLINS MACHINERY LIMITSD. 

ROSCO METAL PRODUCTS LTD. 

SILZLL OIL CO., OF CANADA LTD. 

STANDARD OIL COMPANY OF BRITISH COLUMBIA LTD. 
ANCOUTER EQUIPLENT CORPORATION LDMITSD. 
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APPENDIX C - 1 


1963 


1954 


ENGINEERING CONSTRUCTION IN B.C. 


(From Dominion Bureau of Statistics ) 
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APPENDIX C = 2. 


ENGINEERING CONSTRUCTION IN B.C, 1954 - 1963 
AND PERCENTAGE CHANGE FROM YEAR PREVIOUS 


iussenetnnnesnsictnsoniSesibrsirnS nNOS Ons seen 
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eee Volume of Engineering % Change ~ 
Construction In B.C. From Year Previous 

1954 $188 ,683 ,000. 

1955 228 , 356 ,000. +17.5 
1956 421,481,000. +45.6 
1957 581 ,436 , 000. +27.5 
1958 373 ,480,000. -35.8 
1959 288 ,100 ,000. -24.6 
1960 290 ,500 ,000. + 3.2 
1961 366 ,984 ,GO0. +20.8 
1962 355 ,406 ,000. - 3.3 


1963 471,872,000. ~ +24.6 
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APPENDIX D 
1956 - 1962 
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ENGINEERING CONSTRUCTION PUBLIC CONTRACT AWARDS IN B.C. 
(Source Mclean Building Réports Division) 
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THE HEAVY CONSTRUCTION ASSOCIATION OF B.C. 


Excerpts from Report 
of the 
Royal Commission on Governnent Organization 
Volume 2 
Supporting Services for Government 


eee 


of Reference 


By Order-in-Council pursuant to the Inquiries Act the 


Commissioners were directed to - 


“",.,...inquire into and report upon the organization 


and methods of operation of the departments and agencies of the 

Government of Canada and to recommend the changes therein which 

they consider would best promote efficiency, economy and improv- 
ed service in the despatch of public business, and in particular 
but without restricting the generality of the foregoing, to re- 

port upon steps that may be taken for the purpose of 


eliminating duplication and overlapping of services; 

eliminating unnecessary or uneconomic operations ; 

achieving efficiency or economy through further decentraliza- 
tion of operations and administration; 

achieving improved management of departments and agencies, or 
portions thereof, with consideration to organization, methods 

of work, defined authorities and responsibilities, and pro- 
vision for training; 

making more effective use of budgeting, accounting and other 
financial measures as means of achieving more efficient and 
economical management of departments and agencies; 

improving efficiency and economy by alterations in the relations 
botween government departments and agencies, on the one yand, and 
the Treasury Board and other central control or service agencies 
of the government on the other; and 

achieving efficiency or economy through reallocation or re-group- 
ing of units of the public service. 
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General Introduction 


4..... in each of the supporting services examined 
in this volume, a common question arises: the choice to be made 
by the government between maintaining its own internal sources 
of supply for goods and services, and obtaining them by purchase 
or hire from external sources. This ‘make or buy' problem recurs 
throughout the following reports, and is further examined, in a 
report by that name, in relation to a wide range of specialized 
government activities for which commercial sources might be em- 
ployed. In this regard, your Commissioners have been guided by 
the general principle set forth briefly in the first report; that, 
where circumstances permit, the use of outside sources is prefer- 
able from the viewpoint of the government and the public alike. 
For the former, it reduces the distractions from the essential 
task of defining and attaining the goals of public policy; for the 
latter, it provides a means of strengthening the private sector of 
the economy." 


Construction - Civil Departments and Agencies 
Contracting - 


",,...The general conclusion that, in the absence of 
the most compelling reasons, the government should buy rather than 
make has nowhere greater relevance than in the field of public 
construction. While the great 11k of such work is today executed 
under contract, there are disc: rnible tendencies in some departments 
to get into the business thems |ves. Unless strictly checked, the 
practice of buying equipment =.1 recruiting construction personnel 
for departmental purposes may be expected to grow to serious pro- 
portions. Your Commissioners' recommendation for the centraliza- 
tion of construction activity should be interpreted as rendering 
impossible in future the development of minor construction empires 
under any guise." 


The “Make or Buy" Problem 
Faulty Construction Information - 


",....In brief, comprehensive costs to measure the 
efficiency of government operating activities are not available, 
except in isolated cases. Nevertheless, many public servants appear 
convinced that departments produce goods and services more cheaply 
than private enterprise. They ignore the fact that true costs exceed 
the figures provided by their accounts by fifty per cent or more. 
Despite the absence of true cost figures, the cost savings are often 
cited to support a decision to 'make' rather than 'buy'." 
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Faulty Cost Information 


Your Commissioners' report on financial Management 
sets forth the characteristics of the accounting system of the 
Government of Canada that distinguish it from industrial and commer- 
cial systems. Government accounts are kept on a cash, as opposed 
to an accrual, basis and no clear or useful distinction is made 
between current:and capital expenditures. Little or no account 
is taken of extra-departmental costs such as rent, maintenance, 
heating, cleaning, water, light, power or employees' fringe 
benefits (superannuation, unemployment and health insurance, and 
accident compensation); no charges are made for such services as 
maii and telephone. Moreover, no allowance is made for the depre- 
ciation of capital facilities; no interest cost is computed for 
the use of capital or working funds; no allocation is made of grants 
in lieu of municipal taxes; and, of course, no account is taken of 
income taxes. 


Heans of Control - 
t..,..%e therefore recommend that: 


1 The Treasury Board and senior departmental 
management review all requests for additional 
staff and facilities to be devoted to the con- 
duct of secondary activities to determine 
whether the government's new or increased need 
could not, alternatively, be satisfied by the 
use of private resources and facilities. 


2 Accurate and comprehensive cost analyses be 
prepared to support all requests of such 
nature. 


3 Periodic cost investigations be carried out in 
respect of all existing programmes of secondary 
activity, and departments and agencies be re- 
quired to show cause why these should be con- 
tinued whenever mon-government sources can 
supply the goods or services at equal or lesser 
cost. 
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TO: The Chairman and Members, 
Royal Commission on Taxation. 


Gentlemen: 

The Edmonton Chamber of Commerce appreciates 
the opportunity of presenting to you this sub- 
mission on taxation. | 

The Chamber is composed of some 1800 
individual members representing over 1200 business 
and professional firms in Edmonton, along with 
agriculture, One of the principle objects of 
this Chamber is to promote, encourage and develop 
trade and commerce within the Edmonton District 
and between the Edmonton District and other parts 
of Canada and elsewhere. 

At this juncture in Canada's economic 
development, we consider this Commission. to be 
most timely and we trust that you wiil find our 
recommendations constructive. 


Respectfully submitted, 


(Sgd) R.N. Harvey, D. F. Marlett, 
President. General Manager. 


SUMMARY OF RECOMMENDATIONS 


General Recommendations: 


A. Before any decisions concerning our basic 
tax structure are made, a detailed study of who 
bears the burden of corporate and personal income 

taxes and of excise and sales taxes should be 

; nies then a policy should be established as to who 
should bear the burden. 

ao If basic changes in our tax structure are 

required, they should be preceded by 4 programme 
to inform and educate the public at large as to 
the reasons for, and the results to be obtained 
from, such changes. 

a, The basic principles of the tax policy 
should be established and made public. The 
taxing statutes should be as simple, precise 
and equitable as possible. 

4. A planning group of senior personnel of 
the Department of Finance should be charged 
with continuous study of our tax structure and 
of planning improvements. 

ee Taxpayers should be made aware of the 
amount of income, excise and sales taxes that 
they pay. 


The Income Tax Act 


6. Capital Gains 


No capital gains tax be imposed butthat 
Section 139{1)(e) be changed so that it is clearly 


éstablished what is meant by business income. 


Pvidipanareiae Raia ai 


oy, Sie eae Se Dy “om emai 1 thick oi 0 “ena 
Tee Me ae tay wichoows 2 chs wit Rea a 


oak 


bo apReeegh aor mean pices pam, eerie ignated | Ag: 


, ] , : {} + ; ‘ 4 
i : ~ : deh Sys 
fi YS scrlor: sedungid  dedehat Sent uid ni ‘30 Ram 
1 - : ; ; r wei! 
eae a") 1 at oot ete emia ail: oh UE lieaiie: pees (ty ‘ tame Pe 
TO Fath : ¥ a ahs ale : 
1 y ‘ ' ho 4 a) 4 ; 
" 1 ‘ ALiaetd 1) me a an it ‘ie Ha inet Pt) } 
iy ¥ ; f 4 : eye ini! ' ¥ 
s i Cah ae z ; } 4 a aa , jon 
1 { 
clei : MR Sy 1S Aa eee veh eee is Stabet: SO) Nie hae ‘a 


; 
‘ ne to i + ! ( ' - ) i ayrr{ 
. aif 7 ' y= as uy i 
i 
aes sh ART tbe. 
i } “4 
as ii 
* 4 YP 
’ ' ‘ n * e@ ad 
ital ‘ - : ; 7 i Hil ‘w} et at: 
i 
' , ae 2 Pere, A RMS ee ee ants } 
i he =! cia i i Thos q 
j Aten) 
: : i ro : 1 ek ee 1S Cee a ee, eee 4 akys um 
F a) , 12 4] Ja Ae as Byatt fo tg! Ob stead Nia nt 
; 
} iyi i} at 4 ad | 
ay aaah | t '~ Psy 1" ; th “y t tj me i 4 Du ne 
r n/a i 4 
“ “~* 4 i} th Y tue { 
ita 
} IE 
: i 
' ; ~ min 1S, + ; ¢! shel 4 
ari Va ME > AVG “Give te! ee han GF cH Cf he ad 
; « in 


- me 


ae ed ane enone Bh Lt weal Pree 
i 1] " r ‘ f ain ¢ - i 


i ay Ae Pree } M ogusy boat. By ae i ‘ 

t + Bri a rm Sh, frit bad HY) ' hi AlBett 3 ae a li % sy ob hat tts UL | 
i : \ joey a 
| HOM 
, 


: ui tal eer: lt 
j Set PA i Eee / aeajr eR! 


' * ie 
| 7 x 
| fF , 
LW F 
Le t 
b 
’ hl lh 
we ~ ‘ aig ' 
} . J J 
; ye , { t 4 
it i = Boy 
‘ / 
t 


ne Si a dh put trait eon “3 : nid cory Senge 


Rae 


‘ eerave Ga a a si tut fo seth tai 
if Ae oe AHA oRlaptanet 


ee 


i 
kiad 

7 a hees 
ayrifs 


ANGUS. STONEHOUSE & CO. LTO. 
TORGNTID, ONTARIO ; ~ 3 - 


1 6. Capital Gains Contd. 


2 In addition, special provisions for taxing short- 


term real estate profits should be introduced in 


4 order that they may attract tax at a more reason- 

5 able rate. 

6 Te Advance Rulings 

7 Officials of the Taxation Division of the 

8 Department of National Revenue nae be empowered 

9} to make advance rulings as to the tax position of 
it 

10) proposals outlined to them and these advance 

11] rulings should be binding on the Crown. 

12 om Incentives 

13 That the Royal Commission on Taxation study 

14 in depth the role of the tax structure in con- 

15 trolling Canada's economic future and the place 

16 of tax incentives, whether general or specifis, 

17 in any such role. 

18 9. Corporate Tax Rate 

19 That consideration be given to lowering 

20 the corporate income tax rate. 

21 10. Secrecy Re. New Legislation 

22 That proposed changes in tax legislation 

23 be made public well in advance of ontroduction 

24 to parliament and also that such changes be 

25 referred to a committee of the House of Commons 

26| to enable a full detailed examination ies the 

27 legislation. 

28 ik. Depreciation 

29 That far more latitude should be given 


the businessman as to when depreciation is 
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1l. Depreciation Contd. 


claimed for income tax purposes. 
ee Personal Tax Rate 
That the maximum rates of federal and 
provincial personal income tax should not exceed 
the maximum corporate rate in Canada at the present 
time. 
Eo Corporate Surplus 
That a clear policy be established concern- 
ing the distribution of corporate surplus and 
that the law to implement the policy be clear 
and straightforward. 
14, Business Expenses 
That taxpayers should be allowed to recover 
all of their legitimate business expenses either 
as an allowable expense in the year incurrzd or 
by way of capital cost allowance. This would 
not, of course, apply to capital assets owned 
by the taxpayer which do not depreciate in value 
through use. 
i Co-operatives 
That a review be made of the taxation 
policy pertaining to co-operatives of all kinds 
to determine whether the incentives they enjoy 
are justified in every case considering our free 
enterprise system and the loss of tax revenue. 
16. Personal Corporations 
That those portions of the Income Tax Act 
dealing with personal corporations be revised so 


that a taxpayer is no worse off taxwise if income 
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16. Personal Corporations Contd.. 


is received through a personal corporation than 
af 1% ie aie saan through direct investment. 
a Associated Companies 

That the Associated Company provisions of 
the Income Tax Act be reviewed with the view of 
eliminating inequities that now exist and that 
consideration be given to allowing associated 
companies to file consolidated corporate tax 
returns under certair conditions. 
13. Oil and Gas Companies 

That when an oil or gas right is sold that 
was acquired prior to April 10, 1962, that the 
cost of the right be deducted in determining the 
income from the disposition. 
ye. Oil and Gas Companies 

That special nrovisions be enacted to deal 
with purchases and sales of oil and gas rights 
vetween affiliated comnanies. 
mle Oil and Gas Companies 

That income arising from the disposition 


of oil or.gas rights be eligible for depletion 


2 Ss Oil and Gas Companies 


That if it is desirable to provide an 
incentive by way of depletion allowances to. 
companies in the oil and gas industry, that 
consideration be given to permitting depletion 
to be calculated (at some lower rate) on profits 


Before the 4-- “f drilling and exploration 
expenses. 
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Estate Taxes and Family Businesses 


ee. Family Businesses 


That consideration be given to increasing 
the estate tax exemptions materially in order to’ 
lessen the burden on owners of small or medium 
family businesses. An alternative to thie might 
be to allow very liberal valuation allowances 


on investments in private companies. 


23. Valuation 


That the date of valuation of all azcets 


of the deceased passing on death should be either 


—--1& 
ss 


the date of death or some alternate date follswins 
death, say, six months, and that the choice shovld 
be at the option of the estate. 
The Excise Tax Act 
ae. Sales Tax 

That the whole philosophy and policy 
concerning sales tax in Canada be reviewed and in 
particular that consideration be given to replacing 
the present system with a retail sales tax or a 
turnover tax which would be far simpler to administer 
and to enforce. 
es Sales Tax 


That if the present basis is retained, that 


the entire act and regulations be reviewed in order 
to: 
Ze Simplify the administration required 


of the government and the taxpayers, 
Bs Greatly reduce the oresent number 


of exemptions, . 
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25. Sales Tax Contd.. 


C. 


GENERAL 


1 OM 


Terminate the present inequities between 
licensed and unlicensed manufacturers 
and wholesalers, 

Reduce to a minimum the situations 
requiring the filing of refund claims, 
Place the responsibility for exemption 
certificates on the sicreiataaciee who use 
them and, 

Establish adequate and complete appeal 


procedures. 


In Canada, as in other countries, ever 


increasing sums of money must be made available 


to our Federal, Provincial and Municipal Govern- 


ments to meet the cost of government:-and the 


expanding services which we, as voters, have 


insisted that government provide us with. kt 


we assume that government costs and expenses will 


be kept 


to a minimum (and the implementation of 


the reports of the Glassco Royal Commission will 


be a major step in this direction) the major part 


of the necessary sums of money must be raised 


by taxation. We, as Canadian citizens, cannot 


have the supposed advantages of a welfare state 


without 


23 


must be 


bearing the costs of a welfare state. 
Once it has been determined what monies 


raised through taxation, the next step 


is to determine on whom the burden of this 


taxation should fall. In Canada, at the present 
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2. time, the Federal Government levies ‘ncome 
taxes on individuals and corporations, estate 
taxes on accumulated wealth, and sales end 
excise taxes on consumer spending. Lt,.is 
difficult enough to determine who bears the 
burden of most forms of taxation such as sales 
and excise taxes and personal income taxes, 
but there appears to be a greater degree of 
uncertainty as to who bears the corporate 
income tax burden. Is it passed on to the 
consumer, included in the price of the product; 
is it passed to the shareholders as a reduct- 
ion in the earnings on their’ investment ; or 
is it passed on to the employees through lower 
wages? Many believe that it is passed on to 
the consumer in the price of the product. 
a In this regard, it is interesting to 
note that if corporate income tax is passed on 
to the consumer as a element of product price, 
it becomes, in reality, a sales tax. It is, 
however, a sales tax with no exemptions for 
necessities such as food, and as a. result it 
is a regressive tax so far as Canadian consumers 
are concerned. It is also a sales tax with no 
exemption for export goods and this makes it 
aifficult for our exporters to compete in price 
in the world market place. if this is the case, 
it would appear to be preferable to greatly 
reduce the existing high corporate tax rates 


and substitute sales taxes to make up the needed 
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3. Contd... 

revenues, This might also necessitate some 
changes in non-resident withholding taxes. 

4, In order to properly establish a policy 

as to the manner in which the government's fiscal 
requirements are to be raised through taxation, 
it is therefore extremely important that accurate 
information be available to show the ultimate 
distribution of the taxes imposed under any 
proposed scheme. 

rs Once it has been determined who will bear 
the tax burden under the various methods available 
to levy tax, it must be decided which of the 
various methods is preferable, from economic, 
administrative and political points of view. It 
has been stated that ideally taxation should not 
be a major consideration when individuals or 
businesses are making decisions about earning, 
spending, saving or investment. Although there 
are many other points which could be mentioned, the 
objectives should be to raise the required tax 
monies cheaply with the least damage to either 
the economy or to the consumer. Our economy 

is very sensitive to the effect of taxation, and 
a tax policy can be either an incentive or a 
deterrent. We also cannot form our tax policy 
without consideration of its effect on other 
countries or without consideration of the effect 
of other countries! policies on Canadian 


businesses and individuals. 
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TES «i 
6. The taxation policy that is decided upon 
must be politically acceptable in order to be 
practical. In the past, any suggestion that 
corporate income tax be reduced; that dividends 
from taxable corporations be exempt from further 
tax in the share-holder's hands, or that the 
extremely high top rates of personal tax be 

reduced, have been politically unpopular with 

the mass of the voters. This appears to be 
largely due to ignorance on their part of the 
influence that taxation bears on the economy of 

Canada as a whole. Any major changes in our 
tax laws which may be politically unpopular 
should therefore be preceded by an intensive 
program to inform and educate the public at 
large as to the need for ambenefits to be 
obtained from the changes. Such a program 
might make a policy acceptable politically 
that might otherwise be unacceptable. 

Ts The basic principles of the taxation 
policy should be definitely established so 

that they may be expressed clearly in the law. 
The statutes which set forth the law should 
combine simplicity and economy of administration 
with legal precision and equity. However the 
desire to achieve precision and equity should 
not be carried to the point where the principles 
involved are obscured by a maze of technical 
provisions. As an example, the recent incentive 


provisions for production and for scientific 
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7. research are extremely complex. 
8, In order to properly administer a tax 
policy, it is necessary to have a sufficient 
number of the well-qualified senior members 
of the Department of Finance given the job of 
studying the taxation system in Canada and of 
planning improvements, but these members should 
be given adequate time to do this very important 
work. A group such as this would prevent the 
taxing statutes from becoming a "patch-work 
quilt" which is the current state of the Income 
Tax Act as a result of the tug-of-war between 
the tax collectors and the taxpayers in recent 
years. The senior personnel in the Department 
of Finance and the Department of National 
Revenue are diligent and able people, but there 
are not enough of them and they do not have 
sufficient time to do this very important work. 
We do not feel that a change such as this would 
mean a permanent increase in the staff of the 
Department since their work should result in 
staff reductions in the future. 
9. We feel that is extremely important that 
every taxpayer be aware of the amount of tax, 
be it income, sales or excise, that he pays. 


This would apply equally to "hidden" taxes - 


such as manufacturers sajJes tax and excise 
28 tax, and to income taxes deducted from the 
29 wage-earner at source. How many salaried 


employees realize how much a year they pay to 
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o. Coned.. 

governments by way of income, sales or excise taxes? 
Most of them are only concerned about whether or 
not they are entitled to an income tax se when 
they file their return. A better knowledge and 
awareness of what it is costing them as taxpayers 
to run our government and provide the many services 
which are demanded today may make the Canadian 
people consider more carefully the advisability 

of an ever expanding government and increased 
welfare services, In other words, the people of 
Canada should be made aware of the costs to them 

of government administration and services today. 
LOE To summarize these general comments, 
therefore, the Edmonton Chamber of Commerce makes 
the following general recommendations: 

2. Before any decisions concerning our 
basic tax structure are made, a 
detailed study of who bears the 
burden of corporate and personal 
income taxes and of excise and sales 
taxes should be made, _ Then a policy 
should be established as to who should 
bear the burden. 

2 If basic changes in our tax structure 
are required, they should be preceded 
by a program to inform and educate 
the public at large as to the reasons 
for and the results to be obtained 


from such changes. 
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3. The basic principles of the tax 
policy should be established and 
made public. The taxing statutes 
should be as simple, precise and 
equitable as possible, 

4, A planning group of senior personnel 
of the Department of Finance should 
be charged with continuous study of 
our tax structure and of planning 
improvements, 

5. Taxpayers should be made aware of 
the amount of income, excise and 


sales taxes that they pay. 


THE INCOME AND ESTATE TAX ACTS 
1. Capital Gains 
it Section 139(1)(e) of the Income Tax Act 
defines "business" in such broad terms that 
almost any transaction can fall into its embrace. 
As a result, more and more transactions, which 
were once of a capital nature, are being taxed 
as business income. Real estate profits are, 
pernaps, one of the most common gains being 
attacked. When large profits of this kind, 
and some are very large, are taxed as ordinary 
income in the recipient's hands, the amount of 
tax can be confiscatory. 
Les A capital gains tax would be very costly 
to administer, and wovld not, if experience in 


the United Kingdom and the United States is a 
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12, Capital Gains contd... 

guide, produce very much revenue, in the U.S.A, 
the revenue from the capital gains tax is under 
4% of the income tax revenue. Every taxpayer 
would be ferced to naintain adequate records 

of his capital assets and this could be a difficult 
task, In addition, in a period of inflation, it 
is @ifficult to avoid taxing gains resulting 

from changing dollar yalues, and also difficult 

to determine in what year an accruing gain should 
be taxed, 

a P Dr, Kenneth Eaton, a former Deputy Minister 
of Finance now a fiscal consultant in Ottawa, 

has described capital gains tax as an estate 

tax in a hurry". 

14, The Edmonton Chamber of Commerce recommends 
that no capital gains tax be imposed, but that 
Section 139(1)(e) be changed so that it is 

clearly established what is meant by business 
income, Perhaps the portion of that section 
beginning ‘or undertaking" and ending “nature 

of trade’ could be deleted, in addition it is 
recommended that special provisicns for taxing 
short term real estate profits be introduced in 
order that they may attract tax at a more 
reasonable rate. For example profits in real 
estate held less than five years could be taxed 
at the greater of 20% or the taxpayers' average 
rate of tax for the preceding three years, and 


profits on real estate held more than five 
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14. years could be treated as capital gains. 
ha Advance Rulings 
ihe At the present time it is not possible 
for a businessman to outline to taxation eiuceeiis 
a contemplated business transaction and obtain 
a definite ruling as to how it will be treated 
for income tax purposes. Instead, the answer is 
"You go through with it, and we'll tell you 
later how we'll treat it". This certainly 
helps to make business more exciting, but not 
always more enjoyable. While we understand that 
the taxation authorities would have to be 
provided with full details of any proposals to 
be ruled upon, we recommend that officials of the 
taxation division of the Department of National 
Revenue be empowered to make advance rulings 
as to the tax position of proposals outlined 
to them, and that these advance rulings be 
binding on the Crown. 
ke ae incentives 
16. Taxation is used primarily as a means of 
raising revenues and as such is necessary in 
our present society. However, it is a matter 
for considerable debate whether the tax structure 
should also be used when the need arises as a 


means of stimulating industry, either industry 


27 in general or certain industries whose well 
28 being is of concern to the country as a whole. 
29 There have been incentives for certain industries 


incorporated in our tax laws for several years, 


ain Maciel 


q 
} any ; by is , 
4: gaat Pecado ind metiretaa 


| ee ee a hn #t inet oe Re ttien ib 


ee Con tie pais Wet Y 


ame tae sean) hartalt 


ye Ayia 
ya 
vkonwe t sie 


‘ * 
fate “ “en ; 14a v Py 
7 i 
y a, 
te | 7 
> 

yh r ‘ ' i ; bien * ; a ? j v a 
eth NY 

+ 
mn J 
ali ts : 38 } ‘ * 40" ie rote re ) S 
j > " J 

i ic 
L <a 

. 

} j * ¢ « hy five 

+ fi ' u le 

leh B iad i ! 
Ne PR | 

, 
kt 

! F an 6 ity +9 a 

; Paonm i. eee NS pelts 

i 
' . ge tie ey ‘ee at 

r : 


a 
; " \ - ve “wet! 4 nay’ * me ef 
f te + a < 
‘ i aay) ty ee 
‘ ox phimeceslelipphdesipdaeaabieens 
Ta . > 
er b de ‘ y a: _ ak 
Pt ] ml : we > x v wt 1 ak . ae Serre! 428 mi BRA. 
itt ; } ; 
Rees) oy fi 
j Tuer eeniee. ee” a iene a ees, ‘mane 
; eat; 
i 
' hfe \ 2 -tbnaneet pete tebe 
it 
i 
Wy j 
. cn oe hy i ¢ ' 7. A. hau> fT: ty +. ec ul y Me i 
: yeaa soit eed sion ere wi lerrad ite 
t ; {P4240 
. 4 j : } 
/ eit a " = F be a's) ficial Cini! om 4 
S CR RUE at! Oar Adie ae Eee Be 
a 4 ' 
, nae ihe nt it 
4 v~% ) } 


ane? it. eT one # res wep Ue ta 
LETRA Al, Mies IS = Rob gehen (hand bee. 


Liew aeoole fat canta i nd ne, ee rr 


tres me Vihetti iesty a ie nie Ota mata Kphe A 
ye ee Wee i ain 4 ] 
(ine ‘a spins nk ay ip) sme 
: . 1 "es Bh ‘ 


4 
pr 


isin 
Neu 


ANGUS, STONEHOUBE & CO. LTG. 


16. Incentives Contd... 

such as the depletion allowances given to oil, 
gas, mining and timber industries, the three 
year exemption for new mines and the lower 

rates of corporate income tax paid by utility 
companies. In recent years there have also 
been incentive provisions enacted to correct 
certain unfavourable economic situations in 
Canada, such as the deficit in foreign trade 

and the availability of foreign exchange. These 
incentives have vaken the form of lower tax 

rate on profits derived from increased sales, 
additional deductions from taxable income for 
expenses on scientific research and accelerated 
depreciation allowances for increased capital 
expenditure. 

i Objections have been raised against tax 
incentives beeause, it is claimed, they discriminate 
against some industries and as a result create 
inequities, and also that incentives are a tempt- 
ing area for political interference. It has als 
been claimed that taxation incentives are not 
really very effective as a means of stimulating 
industry. iil diadlienee. is true in many cases, 
but when one looks at the extraordinary success 
of co-operative enterprises in Canada due partly 
to the tax concessions they are granted, one is 
inclined to believe that incentives of this sort 


can be effective. 


18. The Edmonton Chamber of Commerce recommends 
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18. that the Royal Commission on Taxation study 
in depth the role of the tax structure in 
iaiiodade tale inadinks economic future and the 
place of tax incentives, either general ae 


soecific, in any such role. 


iv. Lower Tax Rates 
19. The section on incentives discussed the 


place of incentives in tax legislation in 
promoting and encouraging certain industries 
particularly importars in the Canadian economy. 
The Edmonton Chamber of Commerce considers that 
orivate business and industry as a whole could 


stand a general “shot in the arm” such as an 


incentive in the form of lower over-all corporate 
tax rates. We believe that a rate of 50% (or 


more in certain provinces) is depressing, rest- 
rictive, and discouraging and that the general 
corporate rate should be less so that corporations 
are left with at least more than half of their 
profits. It is considered that a lower over-all 
corporate income tax rate would provide an in- 
centive to all business to expand and re-invest 
earnings in business. It is only through rapid 
expansion of business enterprise that the thousands 
of new jobs are going to be created which will 

be necessary to absorb Canada's growing labour 
force and prevent unemployment from becoming 

a chronic problem. 

20% A growing economy will provide a growing 


tax base and it is probable that adequate revenues 
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TORMENTO. INTARIO = 35 . 
1 29. could be raised with lower corporate rates 
2 of income tax due to this growth. The Edmonton 
3 Chamber of Commerce therefore recommends that 
4 consideration be given to lowering the corporate 
B) income tax rate. 


6 7 Secrecy Concerning New Legislation 


7 at; At the present time, changes in income tax 
8 legislation are not made public before introduction 
4 into Parliament. As a result, Canadian taxpayers. 
, their advisers and other interested parties are 
il not given the opportunity to study the orcposed 
12 eetotetken and to ‘tid constructive recommendations 
13 to the authorities concerning it. An example of 
14 problems which could be avoided are the recent 
15 amendments to Seerpese 83A(5a) and (56) which 
16 create several apparent inequities. In addition, 
17 Members of Parliament are not given time to 
13 acequately evaluate the consequences of the 
19 legislation, and do not have the opportunity to 
20 obtain the advice of qualified texation experts. 
21 ea. It is recommended that proposed changes in 
4 tax legislation be made public well in advance of 
23 introduction to Parliament, and also that such 
Z| changes be referred to a committee of the House 
5 of Commons to enable a full, detailed examination 
| of the legislation. Such a committee would also 
»| be able to hear evidence from qualified experts 
28 before reaching their decisions. 

i 
29 | VI. Depreciation Allowances 


30 | 23° When a new business is started or an existing 
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« 29°56 
23. business is enlarged or modernized, large 
sums of capital must be expended on depreciable 
assets which, it is hoped, will pay for them- 
selves over a period of years. In the early 
years of operation, the company may be making 
adequate profits according to generally accepted 
accounting principles, but may not be producing 
any cash for the investors since the borrowed 
capital for the equipment and plant must be 
repaid first. Based on the present system of 
capital cost allowance, however, the company 
will probably also find itself obliged to pay 
corporate income taxes even though the cash is 
not yet being made available from operations. 

The government, through the taxing authorities, 
who is the partner of every businessman insofar 
as sharing his profits, is not willing to wait, 
with him, for the paper profits to be realized 

in cash. 

a4, In many Western European countries, 
liberal depreciation allowances have been allowed 
to taxpayers, and it is probable that this has 
had a significant effect on the rapid expansion 
there. Ms? Ideals Barbeau, in the July-August 
1961 edition of the Canadian Tax Journal states, 
"4¢t is self-evident, even on the basis of limited 
information, that European depreciation allowances 
which include, in almost all instances, normal 
accelerated and investment depreciation deduct- 


ions, are undoubtedly more liberal than the 
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24, "present Canadian depreciation provisions". 

On the new budget provisions recently announced 

ty Britain's Chancellor of the Exchequer: neov- 
ision is made for new sentiantines in depressed 

areas to be allowed to write off capital equipment 
at any depreciation rate they choose. 

Zt We feel that the present system of capital 
cost allowances is unnecessarily restrictive for 
new business or expanding business and we recommend 
that far more latitude should be given the business- 
man as to when depreciation is claimed for income 


tax purposes. 


Wilts Personal Income Tax Rates 
26. At the present time the higher amounts of 


personal taxable income are taxed Federally and 
Provincially at rates of from 55% on earnings 

from $40,000 to $60,000 to 80% on amounts earned 
over $400,000. These higher rates of tax tend 

to stifle incentive and reduce the willingness 

of Canadians to take risks or work harder. We 
understand that if the top level of personal tax 
was reduced from 80% to, say, 50%, the loss in 

tax revenue at the present time would approximate 
$10,000,000 whereas the recent increase in personal 
exemptions for each child from $250.00 to $300.00 
will result in lost tax revenue of over $40,000,000. 
Surely the only possible excuse for such unreason- 
able rates of tax could be political popularity. 

In Europe, which has been prosperous lately, the 


maximum personal tax rates in Sweden, Norway, Italy 
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26. and Germany were 65%, 55%, 58% and 53% 
respectively. 

rat We recommend that the maximum rates of 
Federal and Provincial personal income tax should 
not exceed the maximum corporate rate in Canada 
at the present time. | 
VIII. - Distribution of Corporate Surplus 

28. One of the most difficult areas in our 
Income Tax Act and one on which tax experts spend 
many valuable hours, is the general problem area 

of distribution of corporate surplus. As is 
well-known, in Canada a corporation is taxed on 

its earnings, and then the shareholders are taxed 
on dividends received by them (at a reduced rate 
due to the 20% dividend credit). Under ordinary 
circumstances, this method presents a few problems 
to shareholders, but when, for example, a very large 
surplus is built up in a closely held company and 
it becomes necessary to remove it, a severe tax 
burden can result if a dividend is paid. There 
are numerous alternate methods of removing surplus 
at a lower tax cost set out in the Act which appear 
to indicate that the Government feels that a flat 
rate of tax of about 15% is acceptable. However 
these methods appear to have been made as difficult 
and awkward as possible. We understand Sais study 
is being made by the Department of Finance on 
problems of designated surplus and the distribution 
of corporate surplus, We nope that a clear policy 


will beestablished and that the law to implement 
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28. the policy will be clear and stra‘ 
forward. It is extremely necessary that this 

study be completed as soon as possible. One 
unfortunate result of the present legislation 

is that non-resident companies are often in a 

more favorable tax position to acquire Canadian 
companies than resident companies and this is 

due to the designated surplus porvisions in the 


Act. 
Th. Business Expenses. 
29. Under the present Income Tax Act, a business 
expense must satisfy two tests: 
1. It must be incurred for the purpose 
of gaining or producing income 
from property or a business 
(Section 12(1)(a)) ana 
2. It must not be incurred on account 
of capital (Section 12(1)(b)). 
30. In many cases an expense may qualify 
under 12(1)(a) bu fail under 12(1)(b). There 
the expense is one which will qualify for capital 
cost allowance this failing is not too serious. 
In some cases, however, the expense does not 
qualify for capital cost allowance, and in such 
a case the penalty is severe. Examples of 
situations are many: 
@. Payment to a contractor to acquire 
from him a construction contract 
(No. 392 v M.N.R, =- T.A.B, 1957) 
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30. b. Purchase price of a fixed period 
contract to purchase newsprint 
(Southam Co. v M.N.R. - T.A.B. 1955) 

Lt We recommend that taxpayers should be 
allowed to recover all of their vegwicaace 
business expenses either as an allowable expense 
in the year incurred or by way of capital cost 
allowance. This would not of course apply to 
capital assets owned by the taxpayer which do 
not depreciate in value through use. 

Xx. Co-operatives 

32. In Canada today co-operatives are afforded 
favorable treatment under our Income Tax Act. 
They are allowed a three year tax exemption when 
eueeag ne similar to the exemptions granted 

to new mines. In addition, they are allowed to 
deduct from taxable income patronage dividends 
to customers and members whether the dividends 
are simply credited or actually paid out in cash. 
These two advantages have enabled co-operative 
enterprises in Canada to accumulate capital which 
would otherwise have been paid in taxes and as 

a result they have expanded very, very rapidly, 
probably at the expense of non-cooperative 
business and the taxing authorities. It is 
apparent that these forms of tax incentives are 
extremely effective. 

333 It is interesting to note that many co- 
operatives no longer confine their activities 


to buying for and selling to their members only, 
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33. but deal with the public at large earning 

a normal profit and then distribute this profit 

to their members. The Canadian Government 
realizes much less tax revenue from eve co- 
operatives than from a non-cooperative business. 
34. The Edmonton Chamber of Commerce recommends 
that a review be made of the taxation policy 
pertaining to co-operatives of all kinds to 
determine whether these incentives are just- 

ified in every case, considering our free enter- 
prise system, and the loss of tax revenue. 

a Personal Corporations 

. The concept of a versonal corporation 

was apparently originally designed as a means 

of giving the usual corporate benefits to 
individuals who wished to have all their personal 
‘investments owned by a limited company while at 
the same time preventing the postponement or 
reduction of income tax on this investment income. 
The sections of the Income Tax Act dealing with 
personal corporations as they now stand operate 

in such a way that the shareholders are in many 
ways worse off taxwise than if the assets were 
owned personally. Shareholders of personal 
corporations lose the advantages of loss applicat- 
ion to other income or ofiner years' income; the 
deduction of charitable denations, and the 
orivilege of spreading @ recapture of depreciation. 
Corporate shareholders of a personal corporation 


get no exemptions from that part of their share 
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35. of personal corporation income represented 

by dividends from other Canadian companies, nor 
credit for foreign tax paid by the personal 
corporation. Indeed, a personal corporation 

has almost become something to be avoided at all 
costs to many taxpayers. 

36. The Edmonton Chamber of Commerce recommends 
that those portions of the Act dealing with 
personal corporations be revised so-that a taxpayer 
is no worse off taxwise if the income is received 
through the personal corporation than if it was 
received through direct investment. 


Pe hes Associated Companies. 

ao Te At the present time, companies which are 
deemed to be “associated” are not each allowed to 
pay corporate income tax at the low rate of 21% 

on the first $35,000 of taxable income. Instead, 
they are taxed as if they were one company and the 
$35,000 subject to the low rate must be allocated 
between them. The conditions which cause companies 
to be classed as associated are based entirely on 
ownership and control and do not take into con- 
sideration the types of businesses that the companies 
are in. This puts a substantial tax penalty on 

the acquisition of small businesses by Canadian 
managerial groups. 

38. The Edmonton Chamber of Commerce realizes 
that so long as there exist different rates of 
corporate tax businesses must be prevented from 


improperly splitting into many small operations 
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38. in order to qualify each operation for the 
low tax rate. We recommend, however, that the 
associated company provisions of the Income Tax 
Act be reviewed with the view of eliminating 
inequities that now exist. Perhaps businesses 
which are not engaged in similar types of 
operations should be allowed to claim the low 
rate of tax regardless of ownership or control. 

We also recommend that consideration be given 

to allowing associated companies to file con- 
solidated corporate tax returns under certain 
conditions. 

atid. Purchase and Sale of Oil and Gas Rights 
a0. The recent amendments to the Income Tax 
Act made several imoortant changes to Section 83A. 
These changes were, basically, that the cost of 
oil and gas rights acquired after April 10, 1962 
will be considered to be exploration expense and 
therefore an allowable expense for income tax 
purposes, and that the proceeds of sales of oil 
and gas leases will be included in taxable income. 
No provision was made, however, for the deduction 
of the cost of a gas or oil right acquired prior 
to April 10, 1962 from the sale proceeds when it 
is sold and no special provisions were included to 
cover the transfer of oil and gas rights between 
affiliated companies. Due to the application of 
Sections 83A and 17({1), many normal corporate 
reorganizations may now be impossible. In 


addition, income arising from the sale of oil or 
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39. gas rights is not eligible for depletion 


allowances. 


Ho, The Edmonton Chamber of Commerce recommends 


the following: 

1. That when an oil or gas right is 
sold that was acquired prior to 
April 10, 1962, that the cost of 
the right be deducted in determining 
the income from the disposition. 

2. That special provisions be enacted 
to deal with purchases and sales of 
oil and gas rights between affiliated 
companies. 

3. That income arising from the dis- 
position of oil or gas rights be 
eligible for depletion allowances. 

XIV. Depletion Allowances - Oil and Gas 
41. The Income Tax Regulations at present 
permit taxpayers who operate oil or gas wells 
(as well as certain mines) to deduct an allowance 
for depletion in computing their taxable income. 
he depletion allowance is 33-1/3% of the profits 
reasonably attributable to the production of oil 
and gas, and drilling and exploration expense 
must be deducted in the determination of these 
profits, This means that companies who are 
active in exploration work may receive far less 
benefit from depletion allowances than companies 
who do little or no development work. This can 


also put Canadian companies at a competitive 
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41. disadvantage in comparison to American firms 
who are subject to American tax. 

4, The Edmonton Chamber of Commerce recommends 
that if it is desirable to provide an incentive 

by way of depletion allowances to comnanies in 


the oil and gas industry, that consideration be 
given to permitting depletion to be calculated 
(at some lower rate) on profits before the 

deduction of drilling and exploration expenses. 
This would provide more incentive for drilling 
and exploration work, and would also put Canadian 


companies in a more competitive position in 


relation to non-resident operators. 


XV Estate Taxes and Family Businesses 
43, One of the principal factors in the sale 
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of so many Canadian family owned bus 
large companies, both Canadian and foreign, is 
our present Estate Tax Act. A Canadian who has 
built up a prosperous business in whien most of 
his assets are tied up must naturally plan for 
what will happen on his death. Although he may 
wish his heirs to carry om his business, he must 
also recognize the estate tax which his ectate 


will bear, and provide funds to meet it. He is, 


therefore, only too willing to sell nis shares, 
26 | probably for a capital gain. and realize on his 
27 investment. Tt is often difficult to arrange a 
| 
28 | saie to members of his family or his employees 
f 
29 due to the amounts involved. 


yu, It is interesting to note the small amount - 
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44, of estate tax collected in Canada relative to 
other sources of tax revenue. In 1961 the 

total estate tax revenue approximated $85 
million whereas corporate and personal income 

tax revenue approximated $3,076 million and 

sales tax revenue approximated $720 million. 

45, _ The Edmonton Chamber of Commerce believes 
that it is extremely important to all Canadians 
to encourage in every way possible the formation, 
growth and retention of small and medium sized 
private businesses in Canada. 

46, We recommend, therefore, that considerat- 
ion be given to increasing the estate tax 
exemptions materially. This would still allow 
estate tax to fall heavily on the very large 
estates which probably account for a large part 
of the present revenue, and would lessen the 
burden on owners of small or medium family 
businesses. An alternative to this might be 

to allow very liberal valuation allowances on 
investments in private companies. 

XVI. Estate Tax - Valuation 

47. It is recommended by the Edmonton Chamber 
of Commerce that the date of valuation of all 
assets of the deceased passing on death should 

be either the date of death cr some alternate 
date following death, say six months and that 

the choice should be at the option of the estate. 
XVII. The Excise Tax Act 


48, Manufacturers generally are unhappy with 
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48, the current sales tax procedures. ‘the 
legislation and administration both from the 
viewpoint of the Manufacturer and the Sales 

Tax Branch is overly complicated. The average 
manufacturer or licensed wholesaler is forced 

to incur abnormal administration costs each year 
to maintain records, follow-up with customers 
for certificates and licenses, determine end 
uses of all purchases, and correspond with the 
Rulings Branch in Ottawa for clarification and 
rulings on the current legislation. The current 
high rate of tax, 11%, makes it impossible for 
manufacturers to treat sales“tax lightly. Regard- 
lees of the time and mioney spent by most man- 
ufacturers and wholesalers on sales tax, an 
unecessary amount of tax is paid by many because 
of the complicated exemptions and rulings. 

What this amounts to annually cannot be estimated, 
however, the amount must be excessive in view 

of the large number of former sales tax auditors 
who have set themselves up as sales tax con- 
sultants and work on a commission based on the 
tax saved. 

4g, The Act sets out in general terms only 
the items exempt from tax. All interpretations 
and rulings must be obtained from the Rulings 
Branch in Ottawa and result in unnecessary 
delays in obtaining rulings. This generally 
results in sales tax being levied followed by 


a refund claim if a favourable ruling is obtained... 


mat cai da ne eee, Som pt CREEL OO 9 lt RE eS Ce meaaacceta pA IE: ~ 


— 


seein pare eh in ep lll 


Aa ds 


7 


yee Sazoretes neck Hie ennai oh 
ane nate boagneriss one <eecndartin Lie i 


ares {Pina 


tam makeeotioerats se mente nt Roman, wan 


Jisriae wT | LoNttalsLged: pavere 29, sn oe seni 


" 


oy ay CE eee Bb ae pee. it? he pike 


soityriabtien fl: | ting A: oat nil gaits or svete a 


a 


este DCM EG) SAN wees ‘brut, Mens saith he wi 


stilt i 
ith SBT lah > aes te Na AT bin: cal 54h a 


batea/ tae e¢ Jog eflaunes ‘ip niowome vise eat 


see Ce ae RE baaatdion me dit wera! ats 


u) 


isne site, Soreee x tae. agen tah oat. i ah 
ag iow ton Sommmitt BEM, (nara AOD: sane 
eae intl pitt mot hese Ad seu ‘pie 


LiL 9 ae 


in hy 


Deere at Abeom oh wisn Hoga 


eh nanny ange 
ee pomekie iota : 


ANGUS, STONEHOUSE & CO. LTD. 


are taxable. This general regulation, however, 
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1 49, This creates unecessary paperwork and strained 
F relations between customer and supplier. Cases 

R | are not uncommon where inadequate information 

4 ts provided in an application for a ruling, 

5 with the result that incorrect rulings are given 

6 (either favourable or unfavourable) and the errors 
7 do not come to light until sometime later. Local 
8 sales tax branches do not Sete steriret any of the 

9 rulings and can provide a very minimum of 

10 assistance to the taxpayer. 

11 BOs The attempt by the Act to distinguish 

12 between direct production costs and indirect 

13 costs has led to involved legislation requiring 
ia separate rulings for each item and each industry. 
15 These rulings handed down by the Rulings Branch 

16 are not generally made available to all taxpayers. 
17 It is not uncommon for one manufacturer to obtain 
18 a favourable ruling on certain of his material 

19 costs and all other manufacturers in the same 
20 industry to continue paying tax. 

21 51% A large number of items fall within the 
22 regulation of "subject to sales tax at time of 

23 purchase and refundable at time of installation’. 
24 For desea pipes, valves, and fittings must be 
25 purchased sales tax included by the end user and 
26 | a refund claim submitted after installation. Such 
= a regulation is in order for small pipe valves 
28 and fittings made of brass, copper or galvanized 
29 | metal which have many end uses, the bulk of which 
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51. also includes all items flling within the 
definition of pipes, vaives, and fittings 
and makes it necessary for industries such 

as the oil, chemical, and pulp industries to 
pay tax on materials specially designed for 
their process to withstand corrosion and high 
temperatures and pressures. These products 
are almost always eligible for refund. This 
involves additional paperwork by industry and 
the government in preparing and auditing such 
claims, not to mention the tying-up of funds 
for a minimum of two to three months. 

Be The present legislation results in 
inequities between licensed and unlicensed 
wholesalers. For example, a licensed whole- 
saler may purchase materials exempt from tax 
for sale to a manufacturer whereas an un- 


licensed wholesaler, who is unable to obtain a 


19 license because less than 40% of his sales are 

20! to tax exempt uses, must pay tax at time of 

21 purchase and claim a refund of 5.5%. This places 

22 the unlicensed wholesaler at a definite dis- 

3 advantage when preparing highly competitive 

24 bids of the sale of his goods. Small man- 

25 ufacturers, particularly in the construction 

26 business, are frequently forced to abandon 

27 certain small manufacturing lines because of 

28 | sales tax regulations. For example, a small 
I 

29 | business manufacturing plywood forms used in 


30 pouring concrete must collect sales tax on 


" Oy 
iitits 


} 
cae § 
a 
ij 
; 
{ 
i 
r 
2 : 
P 
| 
th 
ui , 7 
. i 
1, 

4 
nh 
ria 
: 4 
Ti 

H 
f ' 
it > 


i ; 
asi: i hata bie zi 
‘96 rat 


renee senescent lira anemia ata tA AA SALLE AEA 


owt testa xo conven # 


nig wares iad 


abel cmetiaias 


oe Gheew no beers Pa ont reso, 
; vi arty! ae 
phowieoeg dead? Aeouned boom esrutene ye 
’ bit Mi , 


Ce Be its cop ey pile ‘aunt Se 
i; : is AAA) y 
i hb eS Anearem ee Lanes tbe, rowd ove 
: ; Vat 
hive wh Ss tiheis tm gab paeypeug 34 snaoiitons ERE 
itis 12 


. 
¢ 

i? + > = + * , . \ ‘ 
. 1 mdbeeek Rey ugdgen toga: ati) op lpchemeat sth deat (|, ate 

PAP BRE AE 
] | 
‘ M i 1 
{ eile , &.. Yen 4 i 
x sects goad? of ows 2o matinee 8) 
' i 

f 
i ti efinvtet sSolrahal ee) @qgpeetq ape 
; ‘ 4 rie ; ’ - 
; iterative fae Seengaeed poewted seit 
fi > ‘ 
wn r 
q * aig > . a J m 
. idk 4 beereot! a Jelepene 10% » CI91 HOLD 
4 f = 
. 


Kd) mon’. ame OR ee oeiotaed. ogi) ie 


Ba Sede oe 


ne mete iat otclade ih) ie edomediin beans 


V ry ; 
‘ , -- ae | <i ae 
5 polee atid Le Bi edt eed seeped vem tt 
: ; i Wi 
hin ttle ee A THY) Fite, Mee 
: 
i of Bo few ted a Mele 
ei et Arh Rah ae es 
° 
; tor Jaga! elas. saeeteeesd. den 
f pes , f ‘ ae a. on r » f 
meme Dee eae ae OG ea 


) mG Rae cee eal sii Leal tl 
oohesds oF  beove’y seeped. ete. 


i 0% Haase ba oh Pith mmCrrinsCM Nat 


1 aa ate Sa es joke 


! 


a. 


52. the full selling price, including the value 
of the plywood which is normally unconditionally 
exenpt from tax, manufacture the forms on the 

job and avoid all sales tax. 

-% The Act holds both the licensed supplier 
and purchaser responsible for certificates issued 
on exempt goods. It is oftern difficult for the 
supplier to determine if a certificate is valid 
and an error may not come to light until the 

next sales tax audit some two years later when 
challenged by the sales tax auditor. The onus 

is on the supplier to provide any additional 
verification required from his customer. Any 
additional tax assessed at that time, including 
interest, must be paid by the supplier and is 
generally borne by him since it is most difficult 


to charge it back to the purchaser at that late 


cate. 
54. The sical of the foregoing has been to set 
20 out a few of the more salient inequities and 
21 adninistrative problems of the manufacturer and 
22 wholesaler. To attempt to list all of the in- 
23 equities pertaining to each industry would be 
24 aifficult and time consuming and would serve 
25 no useful purpose. 
26 | ae The Edmonton Chamber of Commerce therefore 
i 
27 recomnends: 
28 1. That the whole philosophy and policy 
29 concerning sales tax in Canada be 


3 reviewed. In particular that 
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1. consideration be given to replacing 
the present system with a retail 
sales tax or a turn-over tax which 


ce far simpler to administer 


reviewed in order to: 
a. Simplify the administration 


required of the government an 


re) 


the taxpayers. 
b. Greatly reduce the present nucb 


of exemptions. 


a ee 


er 


c. Eliminate the present inequities 


between licensed and unlicensed 
manufacturers and wholesalers. 
qd. Redtce-to ‘a ainimum the sitvati 
requiring the filing of refund 
e. Place the responsibility for 
exemption certificates on the 
purchasers who use then. 
f. Establish adequate and complete 


appeal orocedures. 
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of 
ALLAN WELSH 
109 - Agency Building, Edmonton, 


ACCREDITED PUBLIC ACCOUNTANT 


SUBJECT MATTER-CANADIAN INCOME TAX ACT, BEING CHAPTER 


146 R.S.C., 1952 
Section 3 -- I recommend the addition of a Section 3-(d) 


to read after Section 3 (c) "Capital Gains", 


SUBMISSION . 
| 
| 

1. Philosophy of taxation: | 

a. A good tax system must be a fair tax system. 

The present principle of excluding from tax the easy or 

fast buck, in other words, capital gain, puts a premium 

on slyness and ingenuity as opposed to the arduous 
processes of businesses, offices or employments, 

b. As a blooming industrial complex, we are no 


longer primarily a nation of tillers and toilers. I 


believe the rising magnitude of capital gains should 


firstly be included in a realistic calculation of our 
national income, - This present omission has the effect 

of seriously understating our national income, since 
securities and other forms of capital gains are commodi- 
ties differing in no essential way from other commodities, 
and in times of inflation as well as depression, many 
capital gains find their way into the income stream, 

ey Our philosophy of taxation is that we exact 
taxes from the "haves" to subsidize the "have nots", 


This is reflected in the graduation of tax rates, the 
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} 
higher exemption for the aged, etc, The exclusion of 
Capital gains from taxation contradicts this philosophy, 
and increasingly creates an economic gap which should be | 
arrested before Canada grows up. Our expanding affluent | 
middle class is an apparent anomoly re the economic gap, | 
but statistics show that theirs is a shallow prosperity | 


based on credit buying as we become more and more a 


nation of debtors, | 


ais The basic principle that man creates nothing; 
brings nothing into, and takes nothing out of this world, | 
is reflected in gift and estate tax. A capital gains 
tax would bring credence to this principle. | 
ce Practical advantages of Capital Gains Tax 

2% The burden in income tax would be relieved, 


thereby benefiting all taxpayers including those subject 


to capital gains tax. 

b. Much of the energy of the taxpayer and the tax 
department presently is used up in a maze of loopholes 
in preventative regulations intended to minimize capital 
gain recognition, These regulations are naturally éapiciee 
ed by the affluent who can afford to tackle the maze of 
ambiguities and complexities which are byond the under- 
standing of the ordinary man, If capital gains were taxed, 
the desperate efforts of entrepreneurs to beat the 
regulations would no Sea be as rewarding. Under the 
existing act, we must already define capital gain, so that 
the application of tax would be a simple matter of fairness 


Cr, Capital gains once determined as taxable should 
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should logically be included in our national income, 


creating a proper picture of our economy and assisting in 
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economic planning. This should be done now while Canada 
is a young nation and before the incongruity becomes 


more pronounced, 


ce Aprlication of proposed capital gains tax: 
as Since the Act now operates to exclude tax on 


capital gains, the reverse creates no administrative 
problem, Generally speaking, we would define capital 
gain as the excess of proceeds realized from the sale 

or exchange of non-inventory (capital) asset, over its 
book value, or sometimes in the determination of taxable 
income, other bases of value, 

bd. Although we would presume a graduated tax on 
capital gains, I feel that the detail of application 
should be left with the administrators, This submission 
merely requests the acceptance of the principle of 
taxation of capital gain. 

In reiterating my emphasis on urgency in. this 
matter I point to industrial and technological develop- 
ments in Canada which could conceivably relegate much of 
our tilling and toiling to machines, thereby disrupting 
our philosophy of taxing only the more tangible fruits 
of ocur,labor, Net Worth appreciation by manipulation of 
financial tools should be taxed the same as one's 


appreciation by manual means, 
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I - INTRODUCTION 


Mr. K. LeM. Carter, Chairnan; and Commission Members: 

As Please accept this as our submission of 
conclusions and recommendations representing 
various aspects of federal taxation as affect- 
ing our municipality, and municipalities in 


general, for which we request your earnest 


Bs We have endeavoured to be as reasonable as 
possible herein, inasmuch as we feel. it is our 
duty to support the federal government in its 
revenue making policies to the limit of ovr 
ability, but at the same time feel a direct 
responsibility to our citizens in lightening 
their tax burden or in avoiding unnecessary 
additional taxation wherever statistics and 
logic indicate such action to be possible. 

Ti - SUMMARY - A 

2 We believe there exists many sound and logical 
reasons to substantiate increased and additional 
exemptions from the federal sales tax on 

made for of the 


commodity purchases 


mary 


various “essential” oublic services overated 


oy civic zovernments and strongly recommend 


4 - wi 5 
action in-this regard. 


28 i Tneluded in these reasons are: the necessity 
29 of such services, increased operating costs 


of indispensable municipal functions, ever 
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4, increasing municipal debt with a resultant 
higher tax burden on municipal citizens, the 
effect on local employment and final y, the 
saving to municipal residents whose share of 
area growth costs is met partly from revenue 
received from municipally owned industries 
and manufacturing. 

B 

ae Further, it is our conviction that there 
exists a need for a more simplified and 
speedier method of bringing about necessary 
and practical amendments to the "Excis 
Tax Act" and suggest that an independent 
committee be established with powers to 
study and make recommendations on proposed 


changes, their findings to be submitted to 


(b 


the Ministers concerned for action without 


tax officers to bring about practical 


at) 
CR 
a) 
fe 
t@ 
ct 
yy 
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ce by way of first hand ruiings and 
interpretations. 
Tit - CONCLUSIONS AND RECOMMENDATIONS 
- AA 
6. The existing "Municipalities" sales tax 
exemptions (originated April, 1954, azended 
March, 1957, June, 1°58 and June, 1961), do 


not, in our judgment, adequately cover civic 
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"3 necessary and indispensable civic services 
is the prime motive causing us to conclude 
and submit that increased and additional 
exemptions from the federal sales tax on 
commodity purchases therefore should be 
granted, according to the aspects of our 
operations described herein, even though 
our municipality may have experienced a 
greater than average growth than have other 
civic governments in the past decade. 

S. We are particularly confident in this opinion 
since the entire historical structure of 
Schedule III of the Excise Tax Act has to 
date been designed to exempt “essentials” 
such as; foodstuffs, hospitals, welfare 
institutes, heating, sewage and drainage 
systems, bridges and portions of fire fight- 
ing, road making or road cleaning equipment. 
Since the following essential operations not 
only exist but apvear to be equally or 
exceedingly important to the general public 
needs of nealth, welfare, protection, safety, 
etc., such as in the case of municipal policing, 
eh eats systems, sewage system construction, 
pure water and electricity production and 
distribution, civil defence departments, 
nealth clinics, traffic communications systems 
and particularly transit systems, should 
warrant exemptions from the sales tax in 


addition to fire fighting, road making and 


aay 


aiee } i¢ 
a 


en ‘ate 
nates e ont 


Te ats 
2 ne 
iy! 7 ti r i) Aly 


Ho Ret woth ati sal aiognint 


obs ere a! 


ey ‘recaitd1abs b 


boeitin be 


“ait en nen ae A petra tind 
Pi | Wei 
i feiod? mvs haat Ee beds nono i oi o 


} 


a Bat nit brew eae Lh etiea seas sa 


a t, 
a “4 
wae : ih, i 


as ee Se 


oe ie 5 ob 
= : ; ~“atie ewe caets atwots Sinecmink a rut? ‘mms atin 
; i i ' 
ao, : ; ‘ | Us 
ant H Sepa. heg aay maz edineervaves shin 
Yat Hy { - L " ; : z , dul pe er , P ¥- ae 
4) ; antatiqo need at Peebitens. yaaiaosy tay oth @ tay 
sean j Fs Tian bY 
eit | t ‘ee THR 
DAL : it (¥ Soe LDL it et mat See Ors msreee 3 

i > a a 
Pio ic / y Sha PRA Z se? seiansk 8 aig % ps i efuiersioe 
piri t 
| ? # ae? venee 28 } seen 8 Pry i Beast seb inne tinh 
’ t 
: . 5 

rantiow .eiacieeadt .etiginbeot (ee Ap08~> 


E .tracq?i ape aniieste Seot. te geist’ Saert ‘eBr) me 
5 j ‘a ’ 
toa On +erage Lg ie oe yrtl fief t>% wy o: nie 
g saledp ae rt = ee ON ew Pern ekg Hea nena = ee ee . 
; 4 = , ‘ ; , , q jal: i 
; it TLLeope Bo os AeeagsS dred seta tin,| 
A : . J m4 iy at 
i ot iitug Lemon att of  tiretroges” Yh sri benane 
. tetae  .nbtodetour, .eneiioe settee 1 
F oF iva - ‘ 
: f 
' 


. Paani ggnd ph tad faglotem Yo ook pris Mk ae. cove yhOden +) 
} Pan , | iu 3 ae 
molrourt aac scaled ala piuladalinl neh aanltiet 
i 

: er) Mt: 
ail fio. bony! neaprrsete bar Lidell omg 


HI 


ayy) + 


mig y 


adtisetieged eons ih ttwes Smee: 


steer ami gwolinahmos, us “tart, 


val $ uaa 


Divers serosa nobhe 
rll 


en nc he AR oe 


heal iW R i ; 


TAS 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO =< § “ 
o. road cleaning processes in their entirety. 
9. in addition to the evidence substantiating 


additional exemption requests. we conclude 
that increased exemptions should aiso be 
granted by way of the removal of various 
restrictions presently in affect. 

10. We believe that the third, fourth and fifth 
exemptions, as listed for “Municipalities” 
in Schedule III of the "Excise Tax Act", 
namely: 

"Equipment at a price in exces: of 
$500.00 per unit, specially designed 
for use for road making, road clean- 


s 4 


ing or fire fighting but not including 
automobiles or ordinary motor trurks:" 
"fire hose including couplings and 
nozzles therefor; " 
and, "fire truck chacsis for the permanent 
attachment thereon of fire fighting 
equipment to be used directly in 
fire fighting:" 
snould be deleted and should be replaced with 


two new individual exemotions, namely: 


struction, cleaning or maintenance; 
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and, "equipment and materials for use 


 & The $590.00 minimum value of equipment should 
be eliminated, walk areas, maintenance equip- 
ment and naterials should be included and 
the restrictions which presently exclude 
“automobiles or ord! nary motor trucks” and 
requires such equipment to be "specially 


desisned” should be deleted as pointed out 


12. in most cities, as is the case in our 
municipality, road construction and fir 
fignuting is carried out by two distinctly 
different municipal departments, a fact 
wnicn leaves us wondering why the exemptions 
referred to conbines the two, and substantiates 
our reasoning for claiming two separate 
exertions. 


3; We feel that the $500.00 minimum no longer 


represents a fair or practical figure and, 
in keeping with the reasoning behind the 
previous reduction from $1,000.00 in 1957, 
hould be eliminated. 
14, The 1958 "Municipal exemptions: 


“fire hose including couplings and nozzles 


ro) 


and, "fire truck chassis for the pernanent 
attacnment thereon of fire fighting equi 


ment to be.used directly in fire fighting”. 
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acknowledged the need for exemptions on a 
greater number of items, rezardless of value 
and not just the larger occasional purchases. 
The majority of the necessary items involved 
are presently valued at less than this 
minimum figure and are found to be primarily 
of an exclusive nature and are those comnod- 
ities which require continual replacement, 
many of which have veen subjected to some- 
what controversial or illogical rulings. 

For example. even though fire pumper units, 
fire hose and hose nozzles are exempt, the 
hose fitting joining the hose to the fire 
hydrant and the fire hydrant itself heave 
been ruled taxable despite the argument that 
fire fighting has been acknowledged as 32 
necessity and that, without the hydrant and 
fitting. would have very little effectiveness 
in combating fires. Tampers, compactors 

or snow-jeeps have been ruled taxable because 
they are not used exclusively on roadway: 

but on sidewalks as well. Street sweeper 
broom bristles and srader blades have been 


% aa 
Aa 


ruled taxadle regardless of the fact +t 
street sweevers and graders have been ruled 
exempt and cannot function without them. A 
sweever for our municipal Airport runways 

nas been ruled taxable but sweepers for our 


municipal roads are exempt. 


Many more contentious rulings could be stated 
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| rod 


ee a n respect to other functions of our 
municipality described herein, rulings which 
could be eliminated by removal of existing 
restrictions. 

LO Walkways (including curbs, gutters, driveway 
or lane crossings, and boulevards) are 
constructed, cleaned and maintained mainly 
by identical equipment, in the identical 
manner which is used on road areas, indicating 
the inclusion of "walks" to be a practical 
conclusion, and maintenance equipment falls 
into tnis same category. 

19. Equipment, purchased by civic governments, 
to a large extent, serve dual purposes and 
only a@ portion thereof can therefore be 
certified as to any one “end use” automatically 
causing the municipality to presently pay 
sales tax on such equipment. 

20. Equipment should be exempted for a municipality 
wnetner it is used for road or walkway making 
or cleaning, sewage system construction, fire 
fighting, etc., because in all instances it 
would be for the “own use of the municipality" 


and for purposes of essential and indispensable 


services, 


3) 


21. The inclusion of materials in this exemptio 
would. to a larse extent, entail commodities 
Wnich are presently exempted by the "Excise 
Tax Act" such as sand, gravel, etc. 


22. Equipment used exclusively by civic governments 
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oe on municipal road projects and in combating 
fi 7 


res is not all actually ‘specially designed" 


for such purposes, including automobiles and 
el a ap a 5,24 
trucks, and it is felt therefore, if the 


t 


"end-use" is certified to, by a municipality, 
such restrictions are not necessary. 

es Statistics indicate that fire fighting, 
road and walk cleaning and maintenance 
rograms are on the increase, whereas road 
and walk construction is on the decline, 


: 


further substantiating the broadening of 
this exemption to include these increasing 
services to be a logical manovuver. 

24, Further to our recommendations for th 
removal of the aforement ioned restrictions, 
we wish to point out that while fire 
protection costs have more than trivled in 
the past decade, and account for a substant- 
ial portion of our total municipal exrend- 
itures, the effectiveness of this force has 
resulted in fire losses being held to less 
than a thirty percent increase althougna 
fire calis have increased 111.1% in the 
same period. 

25. Removal of the restrictions referred to would 
@liminate the need for the present “Municipal- 
ities" exemptions being listed separately 
for "fire hose" and “fire truck chassis”, 
since “chassis” are included in the $500.00 


exemption and normally a sizeable quantity 
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25. of "fire hose" is obtained at the time 
"fire fighting units" are purchased and are 
therefore exempted in the all-inclusive 
sales price. 

26. Further we believe the sixth listed exemption 
for "municipalities": 

"Goods for use as part of sewage and 
drainage systems and, for purposes 
of this exemption of such goods, any 
agency opevating a sewage or drainage 
system for or on behalf of a municipal- 
ity may be declared a municipality for 
such purposes by the Minister;" 
be modified to include "sewage construction 
and maintenance equipment and materials”, 
which are equally as important as the 
system itself, by deleting the words “use 
as part of". 

at oe An increased exemption of this nature would 
thereby include those items presently 
taxable by reason of not being "a part of” 
the sewage system, but which are completely 
consumed in the system, such as sewer 
cleaning equipment, etc. 

28. Although sewage systems are presently 
exempted, there remains many items exclusively 
used in their construction which should also 
be entitled to exemptions. 

29. Sewage systems were acknowledged as being 


essential by the exemption awarded to 


i 


pi aie: 
) i . isciaa ii oe 
By ee} . : Mii Re! Hint vai! Dae i. 
eva ksi! wth lon bates wriatle 


5 wae ise 
| Wiiamal sy ea Seon sale ha 


gs LE 
i 


winisat erm taney bee 


ia ! | 


| ; fo gids bea whe ites watt owed Lhe wn aa ae 
Naik lea ; 
ie a, Mae a :nobt tnglothim” 3 y 
tke anpawent te seg wa Beis “un casei i si 


ks 


Henogreg Th? baw seeteye ax riba Rats 
ae | “- ; _ i AR ice 
mucins ; ; fhe a | il Mla wi tal ra 
open eat q yt Bowne AR DG OA HE alee D+ aN hice 
HIS pita Pir 
\ i aS é iu if 
a8 PAOD DS Senet # pint oa oy ToateRe 
Niet - s 7 ay 


~tagtht ee tp iat on ae ser meraye yn 


eo el degs ohm ss erred eR od ram OTs 


lt 
ee en eae 


J Hite : ; beh) 4 v iy Wy ft fy wal ae “3 ors iG ‘get 


ae 0 


1 ae TE, ; ‘ } " ; ‘ cis lab 
TS A nae { OT «Hb oP et Grit ls Bee pair: of ‘oF eet T2 bon of ; di 


: ve 
. Mest 
vit a tee ‘bens Sowa epe eect trtian Fem 
i H b 7 ive 
| . 1 y P dilea j “lit 
EI : wit os gtedtoce! ee Vise oie Sola el i: 
17 : : f 
t ; | ; 
; wie” avtenptty et! hed belied Sad Le deere 
f ; iy 
} : S hiAG Lie 
i. CO ee eae eae (7t) 
‘ vi i 
Law erate eter Yo saniiqnete beasetont mh 4% 
ft: } ie ; res 
; . ' eidenenng enett esoctt mburLent eos? 
é 9 if 3 , 3 i , 
r ag “ y ME 
to Pedq a? gnfed t60 fo neseor oF beget 
| . viatalwns: Ste asda oro me SEU: aR away rte 
} } . aaa iti! nets bie 
‘i / enn: ti inane iad al wisi Laimeaia ener 


; eet hae heme tap aot 


fi anNe oe eintaweng ts “wim eee ouewos aes 


Kies ‘elevientions ‘ened vet a es wrraity abo 


*s 


oe ae 
twit 
mpi r 


buna hiteauiull ee aire: 


j eh t or yt 
ie iA ye Ses 


5 Gi 


ited ea. + Doin ti 


3 
t 
I 
{ 
i ! ‘ a 7 if, ie 
Be | 


ANGUS, STONEHOUSE &@ CO. LYD. 
TORONTO. ONTARIO 


- 52s 

29. "municipalities" in 1958 for purposes 
of eliminating health problems for the 
direct benefit of the general Mr 

30. We believe the seventh, eighth and ninth 
"Municipalities" exemptions listed in 
Schedule III of the "Excise Tax Act". 

"laminated timber for bridges:" 
"precast concrete shapes for bridges 
in public highway systems;" 
and, “structural steel and aluminum for 
bridges!" 
should aiso be deleted and be replaced 
with one exemption, namely: 
"goods for bridges in public highway 
systems." 

A This amendment would include to a large 
extent commodities already enjoying 
exemptions. 

32. In addition to these increased or modified 
exemptions, we believe the following 
additional exemptions should also be inserted 
into the present list of "municipalities" 
exemptions as outlined in Schedule III of 
the "Excise Tax Act". 

33. Weare particularly concerned about our 
municipal transit system, consisting of 


some 291 vehicles which are presently 
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335 subjected to the federal sales tax, as are 
the repair parts and maintenance equipment 
therefor, on which we feel sales tax should 
be eliminated. 

34. This transportation is essential to our 
school system and other student bodies, 
institutions, the general public who do 
not possess their own transportation medium, 

and for Civil Defence evacuation purposes, 
if required, as well as for our senior 
citizens, including those pensioners who 
receive courtesy passes, and operates on 
our municipal roadways. 

bie We feel that exemptions on behalf of such a 
transit system are essential and should be 
designed to include rapid transit systems 
of the future. 

36. Our 545 man police force, and its indispensable 
operations such as crime detection, ident- 
ification, photography, criminal invest- 
igation, patrolling and traffic controlling, 
all for purposes of protection to the general 

. public are, in our estimation, deserving 
of exemptions from the federal sales tax. 

cre Police forces across Canada also contribute 
to the employment situation. The Dominion 
Bureau of Statistics Bulletin No. 85-204 
(1961), indicates that some 3840 Police 
departments in Canada employ almost 30,000 


men and women. 
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38. The various motor vehicles, and all other 
required equipment necessary in combating 
ever increasing crime, locating missing 
persons, controlling traffic, etc., should 
be exempted for this force. Ow municipal 
police enforee applicable senior government 
statutes and municipal by-laws as well as 
performing their duties in protecting the 
general public under civil defence arrangements 
and attending all fire and ambulance calls. 


39. Although not all Canadian municipalities 


operate their own water treatment plants 
or electrical energy plants, we feel that 


concessions should be made regarding the 
federal sales tax for those that do. 

ho, Inasmuch as exemptions enjoyed prior to the 
June, 1963, Federal Budget, by electrical 
energy and water plants operated by 
municipalities, were in fact "manufacturing" 
or "production" exemptions, we believe that 
they should actually be “municipal” 
exemptions and should contain an extended 
provision allowing the inclusion of 


distribution equipment, and we therefore 


suggest an additional "municipal" exemption 


"articles and materials used directly 
in the production and distribution 
of electricity and/or purified water 


for domestic consumption. ” 
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These plants were acknowledzed as essential 
in the past by the "Excise Tax Act", such 
acknowledgment being withdrawn by the 1963 
Federal Budget, but we conclude that these 
referred to vlants have done auch to bolster 
the economy of our municipality and 

thereby contribute to the national economy 
as well as being a benefit to our citizens. 
The 1963 budget regulations appear to be 
designed to cover private industry rather 
than the already debt-laden municipalities 
and had the previous exemptions for such 
plants, producing the worthwhile and 
necessary products of electrical energy 

and purified water for the safe domestic 
consumption of the populous, been listed 

as “municipalities” exemptions, as we have 
always held, the result of the new "product- 
ion or manufacturing equipment” regulations, 
would not have been such a heavy blow to 

the Canadian municipalities who used their 
foresight and initiative in establishing 
these plants for the benefit of their 
citizens. Because of this we believe 
equipment necessary for these plants should 
be exempted for "municipalities". 

Further, we consider the distribution of these 
commodities to be, in fact, further process- 
ing inasmuch as control and regulation of 


electric power, pressure control of purified 
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43. water and some additional settling, takes 
place in the distribution system processes, 
Which are definitely essential Puabeccotiel 
of safe domestic consumption, and are 
equally important as the production processes. 

4d, Our waterworks distribution system consists 
of various commodities which should qualify 
for exemptions such as! tanks or reservoirs, 
vehicles, compressors, meters, fire hydrants, 
pipes, valves, etc., and are important factors 
for civil defence, fire fighting, daily 
living and public health. 

he This system shows a 77.6% increase in the 
past decade for the number of water services 
(36,255 - 64,437), a 109.3% increase in 
gallons of water consumed (4,483,000,900 - 
9,381,000,000), and a 74.9% increase in 
miles of water lines (442,715 - 765,569). 

46, Our 23 substation electrical distribution 
system shows increases, from 1951 to 1961, 
of 70.3% for customers (46,968 - 80,060) 
and 294.2% for kilowatt-hours consumed (162,037, 
866 - 638,623,427), and consists of over 
800 miles of distribution overhead and 

‘ underground lines and is an important part, 

in the Emergency Measures Organization and 
tne War Supplies Agency, in civil defence 
activities. 

47. The main taxable items for which tax relief 


is sought are; street lighting equipment, 
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cable, wire, pole line hardware, transformers, 
meters, and vehicles. 
As stated, we contend that civic "waterworks" 
and "electrical plants" should be oer 
in the "municipalities" exemptions, of 
Schedule III of the "Excise Tax Act", and 
if our requests in this regard are granted, 
we suggest the deletion of our present 
exemption for: 

"Diesel fuel oil for use in generating 

electricity;" 
since an "electrical plant" exemption should 
automatically include all fuels therefor. 
Further, the wording of the "Diesel Fuel" 
exemption appears to have been inadequate. 
as, at the time the exemption was awarded, 
the fact overlooked was that only 7% of 
Canada's electrical energy is produced by 
thermal power, the remaining 93% being hydro. 
Municipalities account for very little of this, 
being included in the 66% of public-owned 
thermal generation mediums of which 9.8% 
of the expenditures for fuel used therein, 


is in fact, diesel fuel, the main fuels being 


non-taxable coal, partially exempted natural 


27 gas (taxable when used in Internal Combustion 
28 Engines) and other petroleum fuels (as per 
29 Dominion Bureau of Statistics Bulletin 


#57-202). 
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This leads us to believe that this exemption 
should have been for "fuels" in general 
without restriction particularly since 

our municipality is one of the few civic 
governments who operate their own electrical 
energy plant and, since we use natural gas 
only, we do not benefit from the "diesel 
fuel" exemption. 

The taxable portion of fuels used in the 
Canadian production of electrical energy, 

as used in internal combustion engines, 
represents only from 1.3% (or 4.6% - if 

gas turbines are included) of Canada's 

total generating capacity. Any exemption 
for same, when used by municipalities being 
included in the .5% (1.6%) of these which 
are publicly-owned internal combustion 
engines, would affect federal tax revenue 
very little. 

We conclude therefore that municipalities 
benefit very little by way of the "diesel 
fuel" exemption, as presently worded, and 
since the awarding of this exemptionin 1958 
Uh eee that the “generating electricity” 
processes conducted by municipalities were 
deserving of tax relaxation, it should have 
been worded to cover “fuels” of all kinds, 
whenever consumed for generating electricity. 


Various repair parts, vehicles and equipment 


required in our sanitation system (incinerator 
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53. and scavenging), being an essential service, 
also warrants exemptions. 

54. The annual expenditure for our incinerator 
alone has increased a substantial 518.1% 
from 1951 to 1961, while — scavenging 
section costs have increased 56.1% in the 
same period. 

pe The collection units making up the scavenging 
section travel approximately 600,000 miles 
per year in performing their services in 
our city. This entails the hauling of close 
to 90,000 tons of garbage, approximately 75% 
of which is burned at our incinerator, the 
balance being disposed of in dump areas. 
Suek services, in keeping with Provincial 
Government regulations, bring about safe and 
proper disposal of accumulated garbage and 
thereby protects our citizens from possible 
health problems. 

56. Our fifteen clinic health department, also 
showing a substantial (420.2%) increase of 
expenditures from 1951 ($89,817.34) to 1961 
($467,177.00), warrants additional exemptions. 

57. Over 80% of our health departments 109 
staff members are professional personnel 


providing free non-profit services to-almost 


309,900 citizens per year, an increase of 
28 414.5% since 1951, primarily for purposes 
29 of immunization, well baby and dental purposes 


and operate within the confines of Provincial 
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1p and Federal Government legislation while 
protecting the community against disease, 
promoting good health standards and 
controlling the hygiene of our environment, 
including public food handling businesses, 
as well as taking an important part in 
civil defence arrangements. 

58. Our communications system, consisting of 
fire alarm, traffic light and street sign 
divisions, is also indispensable to the 
welfare of our citizens and is, in our 
opinion, deserving of tax concessions vy 
way of exemptions. 

59. This system,the nucleus for all emergency 
calis such as police, fire @c., which. 
maintains all mobile radio communications, 
requires exemptions for fire alarn boxes, 
electronic equipment, emergency phones, 
Signs, traffic lights, etc., which are 
warranted, 

60, Expenditures for this system have increased 
508.3% in the past decade while local surveys 
have indicated that municipal traffic has 
almost doubled in volume in the same period 
substantiating the necessity of safe and 
proper control by way of signs, sicnals, 
lights, etc., particularly for pedestrian 
traffic and espectally on behalf of children 


at school crosswalks, etc. 


61. Our Civil defence department is not only 
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61. essential for the general public but, for 
all other municipal departments as well and 
is therefore indispensable for the publics! 
well being at all times. | 

62. At least 75% of the expenditures for 
literature, technical releases, signs, 
etc. form this department is received from 
senior government grants. The federal 
government taxes itself on this portion 
inasmuch as the sales tax is presently 
applicable to all these purchases, 

63. Our municipal civil defence operational 
centre, financed by the federal government, 
was in fact taxed on the non-exempt materials. 
This lead ne to believe that such an inequity 
should be eliminated by granting sales tax 
exemptions on behalf of municipal civil 
defence departments. 

64, Articles, materials, equipment and goods 
purchased on behalf of the foregoing 
"essential services"should be exempt without 
restriction except that they be for the 
"own use" of the municipality. 

65. We contend further that the equipment and 


materials necessary in non-taxable manufact- 


uring as conducted by "municipalities" such 


27 as electrical energy, purified waters, crushed 
28 gravel, nursery stock, etc., shovld be 
29 provided with an exemption from the 11% 


3 federal sales tax, and thereby enable civic 
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PE ee 
governments to escape the ill-affects 

of the 1963 budget regulations which unfairly 
included “municipal” processes with those of 
private businesses and subsequently causes — 
increased municipal debts or limits present 
operations. 

Indispensable and essential manufacturing 

as mentioned in the proceeding paragraph, 
snmould not, in our judgment, be subjected 

to the federal sales tax, when they are 
publicly-owned and are maintained with 

public funds and are not for purposes of 
business returns such as our private industries 
are. 

We believe that exemptions in this regard 
would not necessarily harm federal tax revenue 
to any large extent inasmuch as not all 
Canadian cities conduct such processes and, 
for those who do, their plants are presently 
established and would involve only such 
commodities as required for expansion or 
maintenance purposes. However the identical 
proposed exemptions could contribute to a 

very large degree in not only providing our 
citizens with essential services but in holding 
the line on municipal debt. 

In addition, we believe taxable manufacturing 
processes, conducted by a *municipality” 

for its own _ use and not for resale, should 


also be exempted and the regulations pertaining 
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68, thereto should be amended accordingly. 

69. Such manufacturing necessary, for our essential 
Wirdee! represents approximately 2% of 
our maintenance operations and shows very 
little increase from year to year. 

70, Municipalities are subjected to the same 
licence regulations as are private businesses 
Which is usually involved with large scale 
production of similar products or processes 
for purposes of a business return whereas 
municipalities consists of individual and 
separate boards or departments Hietetine 
distinctly different services, on a small 
scale, for their own use and not for resale. 

(ex The "Application for Licence" Form (L-15) 
is not designed to include "municipalities?! 
and, as long as our various department must 
operate under one licence, they cannot take 
advantage of the "small manufacturers” 
exemptions. 

te. It is noted that various subsections to 
section 30 of the "Excise Tax Act" indicate 
that the act of "sale" determines the taxability 
whereas section 2(1)(aa)(ii) appears to 
contradict this interpretation by stating 


that the method of disposing of goods: has 


27 no bearins, whereas none of this cities 
28 "manufactures" are subjected to any sales 
29 andare exclusively for our own use. Coupled 


30 with this, the fact that the terms "manufacturer 
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fe or producer” and "manufactured or produced", 
are not defined in the Act, ard in fact 
words of numerous controversial definitions, 
we believe our operations should not be 
subjected to the manufacturing tax. 

Ts These increased, additional or amended 
exemptions are becoming extremely necessary 
so long as our municipal debt continues 
to experience its present substantial 
annual increases. 

TR, Ourmunicipal debt has increased 257.1% 
from 1951 ($40,570,576.00) to 1961 
($144,857,728.00), our population increasing 
76,1% in the same period. 

Y here This debt was brought about by tne increased 
expenditures of our eeeat Ata: services of 
which the major items are education (30.60%): 
protection, including fire, police, traffic, 
etc., (18.36%); public welfare and health 
(8.85%); sanitation, including incinerator, 
scavenging, sewers and street cleaning (4.92%): 
and public works, including construction and 
maintenance of roads, snow removal and 
parking (3.35%): (as of 1961), of which 
government grants covered only 10.85%. 

76. The distribution of the tax burden on our 
citizens appears tc be unfair inasmuch as 
the purchases of commodities, required in 
the operation of our municipal functions, 


are purchased and vaid for out of public 
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76. funds. These funds, having previously 
been subjected to income tax, are again 
used in part to cover other tax charges 
on both the provincial and federal 
government levels. 

4i> Relaxation of federal sales tax regulations 
on behalf of Municipalities should be 
aimed to place municipalities in the 
same position, regarding federal taxation, 
as are provincial governments since public 
funds are expended by both. 

78. Our municipality and indeed mamtcinalitine 
in general, contribute greatly to the 
employment picture. Any exemptions extended 
to the HO ROBE yo operations would 
assist in a greater expansion of same and 
simultaneously or eventually provide 
added employment. As continually rising 
operating costs and ever increasing municipal 
debt and taxation delays expansion or 
eliminates work programs, the employment 
situation on the municipal level will 
necessarily suffer. 

79. Ourmunicipal-owned utilities contribute to the 


employment picture as well as exercising 


a great deal of purchasing power and helps 


27 to hold down increasing property taxes 
28 or utility rates for our citizens. 
29 80. Increased or additional municipal sales 


tax exemptions would provide civic governments 
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80. with greater economic stability, subsequently 
reflecting on economic conditions through- 
out Canada. ; 

81. Approximately seventy (70) percent of the 
Canadian population is concentrated in 
urban municipal areas. It follows then 
that the majority of federal tax revenues 
must be derived from these areas, which 
includes "municipalities", (normally being 
employment and industrial centers). Any 
concession made to civic governments, in 
regard to the abatement of taxation, is 
warranted on behalf of the citizens concerned. 

82. The policy whereby federal monies expended 
on the municipal level are subject to the 
federal sales tax could be eliminated by 
the granting of municipal exemptions. We 
refer to cases such as our civil defence 
grants which are partially expended to 
cover sales tax charges on the commodities 
purchased therefor. 

83. The cost increases in operating these justified 
and necessary municipal functions have probably 
not been taken into account when awarding 
municipal exemptions. The aforementioned 
services have been subjected to outstanding 
increases in operating costs, ranging from 


the lowest, a 24.2% increase for our walk 


construction, to the highest, a 518.1% 


increase for our incinerator operations, 
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1 83. during the past decade. These essential 
2 services represent 76.19% of our total 
3 municipal expenditures. 
4 84, Such worthy and essential services should 
5 be given every possible financial assistance, 
6 of which sales tax exemptions would be a 
7 practical method of financial assistance. 
8 BB 
9 85, The lengthy periods involved and the complex 
10 procedures necessary in bringing about 
11 | necessary amendments to the "Excise Tax 
12 Act” should be investigated and improved. 
13 86. We recommend that a committee should be 
14 established immediately, which would 
15 include key members of the staff from the 
16 Departments of Finance and National Revenue, 
17 to study the restrictions, anomalies or 
18 inequities in the "Excise Tax Act" and 
19 bring forth recommendations on proposed 
20 changes to this Act. 
21 87. Further, we believe that the findings of such 
22 a committee should be submitted to the 
23 Ministers involved for approval and sub- 
24 sequently action without parliamentary 
25 approval. 
26 | 88, We feel that senior taxation officers -throughovt 
27 Canada possess the necessary knowledge to 
28 suoply a great many rulings or interpretations 
29 of the Act; on the local level if authority 


to do so existed, which is not the present 
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88. procedure. ft seems obvious that requests 
for rulings effecting specific cases could 
be made simplier and more thorough on the 
local level resulting in rulings being 
more practical and immediate. 

89. We feel that the committee together with the 
extended authority recommended for senior 
taxation officers, could do much to Clarify 
ardsimplify the administration of the 


"Excise Tax Act" and result in more efficient 
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and effective administra 
90. Many of the regulations, provisions and 

amendments of this Act appear to be out- 

dated, resulting in detrimental effects 

on those concerned. 
91. In the case of our municipality, sewage and 
had mostly been 
completed by 1958 when the exemption for 
these systems came about and provided very 
little relief. The diesel fuel exemption 
now in effect, is also of no value to us, 
since our municipality uses no diesel fuel 
in their electrical energy generating plant. 


This situation is applicable across the 
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‘ming duties in the 
various offices of the Departments of 
Finance and National Revenue, directly 
concerned with the administration of this 


said Act, must certainly review many items 
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1 92. which are worthy of consideration. However, 
2 they are restrained from taking favourable 
3 action due to the restrictions or lack 
4 of provisions of the "Act" they refer to. 

5 We feel such cases should be pursved at 

6 this level and could be handled with 

7 greater efficiency and dispatch by these 
8 people of authoritative knowledge through 
9 the aforementioned committee or extended 

10 authority. 

11 93. These authorities should create greater 

12 interest in the many administrative ret iaea 
13 involved in the Act. Requests for rulings 

14 at the present time quite often result in 

15 interpretations of little value. Greater 

16 interest and willingness for many to refer 

17 their problems to the proper authorities, 

18 with the knowledge that their efforts would 

19 be worthwhile, could result from our fore- 

20 going suggestion. 

21 94. The procedures recommended could also result 

22 in eliminating or simplifying tariff board 

23 appeals on tax cases. 

24 95. In conclusion we must reiterate our feelings 

251 motivating the foregoing; "Municipalities" 

26 | should be given more wide spread sales tax 

27 exemptions and we refer you to the various 

28 statistics and relevant information contained 

29 herein. We feel that the information sub- 


mitted provides substantiation of our 
presentation. 
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Submission 
to the 
Royal Commission on Taxation 
by the 
Farmers! Union of Alberta. 


August 19, 1963 


1) ‘This submission is presented for your 
consideration on behalf of the 26,000 Alberta 
farmers who are members of the Farmers' Union 

3 
of Alberta. 

2) We are concerned over the very great pressure 
which is being exerted by business interest on 
Governments, to lower taxes on the business 
community. The reason given is that the present 
rate of taxation is so high that it seriously 
hampers modernization and expansion of business 
facilities. We question this. 

3) The costs of operating the Government of 
Canada are met, generally, from taxes levied 

upon the Canadian people. This money is not 

paid by Canadian business. Taxes are a legitimate 
cost of doing business, and are, quite properly, 
added to the cost of the goods and services 
provided by business to their customers. Taxes 
are therefore collected by business, and turned 
over to Government, but the consumer actually 


pays the tax. There is no other source from 
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3) contd. 

which it can come. The assumption that high taxes 
are imposing a hardship on business seems therefore 
of doubtful validity. 

4) The need for steadily increasing taxes, 
aside from the general price increase, is a result 
of an increased population and a higher standard 

of living. The steady increase in the number of 
automobiles for example leads to demands for 

more and better roads. Our educational authorities 
are finding it necessary to build more and better 
schools. Welfare costs, such as family allowances, 
Government sponsored medical care, old age pensions, 
etc. which are becoming an important and accepted 
part of our society, require the gathering, through 
taxation, of vast sums of money, all of which 

must come from the individual consumer of goods 

and services. 

5) The necessity of these services is 
recognized in LS society. However, they 


offer little means of maxinz 2 profit, and there- 


for will, in all probability have.to be carried 
by the state, and paic for out of taxes. 
6) It follows then ‘hat there are two important 


points to keep in mind: 
Ls that the taxation load must be spread 
as fairly as possible among all 
Canadian people, and 
ee That the available financial resources 


must be widely used. 
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7) With regard to (1) the farmer is in a 
inique and unenviable position for three reasons. 
8) In the first place, he, unlike other 
businessmen, cannot pass his increased tax bill, 
or any hae increased cost, on to his customers, 
es he generally has little voice in setting 
the price of his produce.A slight surplus. over 
market demands will cause a serious price drop 

in the whole industry. Yet he must pay his taxes 
in spite of this unexpected, and largely uncon- 
trollable, drop in gross returns. Secondly, 
farm income is far from stable. The returns 

from grain crops may, and do, very greatly from 
year to year, due to uncontrollable variations 

in yield, quality and price, even to the extent 
of a total loss occasionally. Few, if any other 
businesses face such extreme and unpredictable 
fluctuations. (See Table I) 

9) This table shows a high net income (as % 
of gross) of 57% in 1948, and a low of 34% in 1961- 
over 2 40% variation. 

10) Thirdly, the farmer since the war, has 
faced a steadily decreasing net income, a situation 
caused largely by his dependence on the world 
markets. (See Table I) 

12) The table shows a steadily declining 
return, in actual dollars and in percentage of 
net to gross since 1951. (It should also be 
noted that in 1960 only 5.5% of Albertans who 


paid income tax were farmers, although at that 
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11) contd l4..& 

time 21% of Albertans resided on farms.) 

12) This decrease, coupled with the steady rise 
in taxes has resulted in the tax load bearing 
particularly heavily on the farmer. (See Table 128) 
13) This table shows that taxes on farm land 
and buildings, which took roughly 5% of the farmers 
net income in the late 1940's and early '50's, | 
now takes almost twice this amount. 

14) Our second point, namely that our available 
financial resources must be wisely used may be 
explained in this way. 

15) Throughout history, it has been customary' 
for old people who were unable to continue to 
support themselves to be looked after by their 
children. It has also been the custom for 
relatives to help a woman who had lost her husband, 
and who was left with a dependent family. However, 
during the last century, these practices have, to 
some degree, changed. The increased standard of 
living, and the development of commercial life 
insurance has enabled our people to plan, during 
their lifetime, for financial security in their 

old age, and also to provide some security against 
disaster. Thus a generation ago, it became the 
custom for a man to take out life seukenton 
sometimes to the extent of creating a considerable 
financial burden, during his working life. He 

thus provided his family with protection in the 


event of his early death and if he lived beyond 
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15) Contd... 

retirement, he was not dependent upon his family. 

This was considered to be a desirable and prudent 
policy. 

16) Today we have to some extent moved on from 
this. We now find ourselves in the position where 
individual disaster and old age security are 
becoming accepted as the responsibility of all 
society, and are administered by the state. This, 
of course means that our taxes have increased 
correspondingly. It also means that it is no 
longer necessary for the individual to make as f 
extensive plans for the protection of his family, 
and for his own retirement as was considered 
prudent a generation ago. The money formerly 
spent on insurance premiums might perhaps be 
diverted to payment of taxes, and the protection 
received by the individual would still be in effect 
through the various state welfare programs. 

27) Tremendous sums of money are paid today 

by the Canadian people into life insurance, pension 
plans, and other protective arrangements. These 
monies must be invested by the insurance companies. 
Thus we see, in every Canadian city, dozens of 

huge office buildings being erected very largely 
with funds provided by the companies mentioned. 
Few, if any of these buildings, are in full use. 

We know of one building, well located, which was 
built in 1957, and has substantial space which 


has never been occupied, and this situation is 
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V7} Contd... : 

quite usual. Yet other similar buildings are 

in the process of construction. The latest fad seems 
to be high rise appartments, and we strongly 

suspect that these too will very soon provide 
surplus space. 

18) The Bank of Canada in ‘their May 1963 
Statistical Summary shows that 12 Life Insurance 
Companies in Canada invested in 1963, $779 million. 
Of this $617 million, or practically 80% was invested 
in mortgage loans. 

19) This indicates that there is available in 
Canada, capital which could be used more wisely 
than is presently the case. Some of the capital 

now being used to build these surplus structures 
could very well be channelled into business ex- 
pansion, to provide any shortage of capital in this 
field. We suggest that the problem is not one of 
harmful taxation but rather one of misdirected 
investment. 

20) This has a bearing upon cooperatives, and 
the allegation that they do not pay their fair 
share of taxes. A cooperative is set up, by a group 
of people, to provide themsleves with necessary 
service at cost. In general, coops charge the 
"soing rate or price" for their goods and services, 
because they have no desire to become involved in 

a price war with their competitors. This usually 
results in a saving to the Coop patrons which 


pecomes apparent at the end of the fiscal year. 
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20) contd... 

This is not a dividend. A dividend is a profit 
accruing as the result of an investment. 

a) In the case of a eonsumer coop the money 
returned to a member, as a result of his using 

his eh facilities, is a saving on purchases so 
far as he is concerned, or it is a return of an 
overcharge, so far as the coop is coneerned. It 
never, at any time, belongs to the Coop, as an 
organization. It is always- the member-customers 
money. He paid income tax on it when he received 
it in the first place, before he used it to make 

a purchase. We submit that no case can be made 
in support of a further tax on it. 

22) We frequently see merchandise advertised at 
a discount, or we find a bonus being paid for 
advertising reasons, or we are advised of volume 
discounts on certain goods. There is never any 
suggestion that the customer pay income tax on the 
money he saves in these instances. Yet they 
represent a saving on purchase price - as do 
consumer coop savings. 

23) In the case of a marketing coop, the 
situation is somewhat different. The member 
markets his produce through his coop, and receives 

partial payment. The remainder of the payment 
is held back, and used to meet the necessary 
marketing costs. Usually the hold-back is not all 
used for this purpose and the unused portion is 


returned to the member. Since this is a payment 
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23) Contd. 

for produce, it is subject to income tax, and must 
be declared on the members income tax returns. 
Here again, this money was never the property of 
the coop. It always belonged to the member, 

and he pays income tax upon it. These monies 
cannot fairly be taxed, in the hands of the 

coop. The coop is nothing more than a machine, 
designed by the members to serve themselves. 

2h) A common criticism is that some of this 
saving, or overcharge, or holdback is kept in the 
coop, and used for the expansion or improvement 
of its services. This is quite true. However, 
as we have pointed out, this money belongs to 

the member, and he is therefore at liberty to 
spend it to improve his home, his farm, his 
wardrobe, or his coop - all of which belong to him. 
25) The investment in a coop, by a member, 
*s not an investment in surplus buildings, or any 
other unnecessary commodity or service. It is 
an. investment is a service which that individual, 
in common with others, feels is necessary for 

the aaoper ane efficient conduct of his business 
or to provide for his consumer needs. Because 
of the small sums invested by each individual 

and because of the large membership, coops re- 
present a wide spread investment for the sole 


purpose of providing to the interested users, a 


necessary service at cost, and this whole operation 


is under complete democratic control. 
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26) Coops therefore provide the opportunity 
for a cnaceiare the investment base among the 
ordinary citizen, and so prevent large 
accumulations of capital, which, as we have 
shown may result in misdirection of investment. 
Investment in a coop on the other hand, is made 
only when it is necessary, for the services of 
its members. | 

27} We submit therefore that there i. neither 
legal or moral justification for any increase 
of taxation upon cooperatives. 

28) We also have our reservations, as stated, 
as to the need for relieving business from the 
"crushing burden of taxation". The Financial 

Post, May 11, 1963 edition reports: "1962 profits 

were at a new high, surpassing the previous peak 
set in 1956------ After tax, profits were 14% 
higher than in 1961". This report deals with the 
1962 operations of 255 of the largest companies 
in Canada. In view of this report proper direct- 
ion of the available financial resources may very 


well be a better answer than taxation relief. 


ao ies In our opinion, the problem faced by our 
taxing authorities is simply ‘that of distributing 
the tax load among our Canadian citizens so that 
no individual or group is carrying an unfair 
portion of the load, having in mind ability to 
page Since are farm people now carry a 
disproportionately heavy tax load, as shown by 


Table Il, we carnot agree that increasing the 
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29)tax on eSopavatives to which the great majority 
of our farmers belong, is in any way justified. 
30) We are aware of the submission which will 
be made before this Commission by the Coop Union 
of Canada, on behalf of the Cooperative Movement 
in this country, and also of the submission being 
made by the Alberta Wheat Pool. We wish to 
declare our organization as being in full agree- 
ment with these two submissions. 
Respectfully submitted, 


Farmers' Union of Alberta. 
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FARM INCOME (CANADA) 
(in millions of dollars) 


p tale a= a a I 


GROSS NET 

FARM INCOME FARM INCOME 
1,993 1,078 
2,183 1,530 
2,719 1,554 
2.631 1.416 
2,551 1,220 
3,419 1,937 
3,500 1,932 
3,207 1,644 
2,604 1,025 
2,924 1,290 
3,218 1,457 
2,783 1,054 
4,13) +332 
3,084 1,199 
3,227 1,320 
3,040 1,034 
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TABLE II 


TAXES ON FARM LAND AND BUILDINGS EXPRESSED AS 


Percentage of Percentage of 

Gross Income Net income 
YEAR CANADA ALBERTA CANADA ALBERTA 
1946 2.8 en9 seg | 4.9 
1947 2.9 25 4 4.9 
1948 2.6 2.6 4.5 4,2 
1949 2.9 3.6 5.4 5.8 
1950 es Pe 2.4 o. 7 BES 
1951 ay 2.6 4.8 3.9 
1952 2.9 Ses De 44 
1953 3.4 4.3 &.7F ag 
1954 4.6 4.0 11.6 9.5 
1955 4,2 3,6 9.5 8.6 
1956 4.1 44 9.0 T#0 
1957 4.9 Sur 12.9 10.4 
1958 4s 4.0 10.6 7.4 
1959 4.8 4.0 12.4 8.4 
1969 4.9 43 ee wk 9.5 
1961 5-3 4.2 IS f Dor 


11608 110A Ave. 
COPY Edmonton, Alberta 
August 16, 1963 


Royal Commission on Taxation, 
c/o Me. J. Sim, 

Macdonald Hotel, 

Edmonton, Alberta. 


Gentlemen, 
Please find attached copy of original and translation 


of a short paragraph appearing in the annual report of the German 
Investment Trust (Deutscher Investment Trust) for the year 1959. 
From this it would appear that the German Federal Republic with 
its successful economy is anxious to give an incentive to the man 
with modest means and income to save part of his earnings, 
achieving at the same time a withdrawal of a most likely consider- 
able amount from the consumers market and directing it to the 
capital market. 

The amount mentioned in the article might appear puny 
according to our standards, but if you replace the DM with Can. 
collars, it most likely would be admitted, that considerable 


amounts could be involved. It «ould also help té& introduce people, 


i] 


wno never before saved a penny, to the benefits of accumulating 
reserves and long range planning, just as it did apparently in 
Germany. In Canada we have made a start in this direction with the 
Saving Certificates of the Trust Companies, which are issued for am 
period of from 1 - 5 years. It will most likely be conceded that 


the Government Bonds do not live up to expectations in this respect. 


Of the technical details and of the resulting income 
tax regulations I have no knowledge, but would assume that they 
could be easily obtained, if your commission would consider it 
worthwhile to pursue the matter further. The purpose of this 
short brief is to draw your attention to the existence of such a 


scheme. 


Yours very truly, 


E.L. Strack 
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RECHENSCHAFTSBERICHT 
ueber das Geschaeftsjahr 1959 . 
DEUTSCHER INVSETMENT - TRUST 


Gesellschaft fuer Wertpapieranlagen m.b.H. 
Frankfurt a.M., Kaiserstrasse 34 


Fol. 5- 

Von den gesetzgeberischen Massnahmen des Jahres 1959, die fuer den 
Kapitalmarkt von Bedeutung sind, ist einmal das im Mai verkuendete Sparpraemien— 
gesetz zu nennen. Danach wird - wie bei anderen Sparleistungen - auch beim 
Ersterwerb von Investment-Anteilen eine Praemie aus oeffentlichen Mitteln 
gewaehrt. Die Praemie betraegt 20 % des gesparten Betrages und wird bis zu 
einem Jahreshoechstbetrag von DM 120.00 pro Person - der Praemienheechstbetrag 
steigert sich je nach dem Familienstand bis auf DM 369.00 — gewaehrt. 
Veraussetzung ist die Festlegung des Sparbetrages auf einen Zeitraum von 5 
Jahren. 


The Law regarding savings grants should be mentioned as one of the 
government regulations of the year 1959, which are important for the money 
market. According to this law a grant will be paid out of public funds for 
the first purchase of investment shares as it will be given for any other 
first savings. The grant given is 20% of the privitely saved anount and 
the maximum grant will be DM 120.00 per person and will be increased to DM 
360.00 according to familty responsibilities of the applicant. That the 


savings camnot be withdrawn for 5 years is a condition of the grant. 
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SUBMISSION to the ROYAL COMMISSION ON TAXATION 


by 
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transmission and distribution of electricity 


in the Province of Alberta and Yukon Territory. 
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SECTION I 

FEDERAL INCOME TAX 

t) Summary: Customers of the regulated investor- 
owned electric utilities are 
carrying more than their fair 
share of the tax burden dve to 
the exemption of government- 
owned electric utilities from 
the requirement of paying federal 
income tax. 

(2) Recommendation: 

That this discrimination be removed 
by the uniform application of 
federal taxation on all electric 
utilities regardless of ownership. 
This may be accomplished by: 

(3) (a) The removal of federal incone 
tax from electric utility companies 
that are subject to regulation of 
rates. 

(4) (db) In lieu of income tax the use 
of a sales or "end use” tax 
applicable to all electric utility' 


customers. 


SECTION IIL 
FEDERAL SALES TAX 


(5) Summary: Certain fuels used in the generation 


of electrical energy are exempt 


from federal sales tax while other 
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3 comparison of electrical rates 


TORONTO, ONTARIO om 3 Bet 

1 (5) fuels are subject to this tax. 

2 (6) Recommendation: 

3 That all fuels used in the product- 
os ion of electrical energy be 

5 exempted from the federal sales tax. 
6 

7 SECTION I 

8 FEDERAL INCOME TAX 

9 (7) The effect of Rate Regulation: - 

10 Earnings and operations of the 

11 investor-owned utility companies | 
12 are regulated by the provincial 

13 Public Utilities Boards and 

14 provincial Power Commissions. 

15 The effect of the exemption of 

16 these companies from federal income 
17 tax would be that the consumers 

18 served by them would benefit 

19 directly by lower electric power 
20 rates, 
21 (8) Municipal or provincial owned 

22 electric utility systems are not 

23 subject to rate regulation by the 

24 Public Utilities Board. They 
25 are able to set electric power 
26 | rates which cover not only the 
27 cost of the electric utility 
28 operation but other expenditures 
29 az well. Consequently, a casual 
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TORONTO, ONTARIO oe 4 - 
1 (3) between investor-owned companies 
2 and municipal or provincially- 
3 owned systems will not reveal 
2 the discriminatory income tax 
5 burden on the consumers of the 
6 investor-owned utility. 
7 (9) Effect of Cost of Income Tax on 

Electric Power Rates of Investor- 

8 Owned Utilities: 
9 Some recognition has been given 
10 by the federal income tax authorities 
11 under Section 85 of the Income Tax 
12 | Act to the fact that investor- 
13 owned utility companies are forced 
14 by the nature of their business 
15 | and their franchises to raise 
16 large amounts of capital to finance 
17 the expansion of services to be 
18 performed for the public. 
19 (10) In the year 1962 our income taxes 
20 amounted to $1,360,000. This 
21 amount as a percentage of sales 
22 is 14.5%. We know of no other 
23 industry which has such a high 
24 tax component in their commodity 
25 sales price. 
26 (11) Effect on Federal Revenues: 
27 | Moody's Utility Manual 1962 
28 | indicates that Canadian electrical 
29| companies paid a total of 36.3 


million dollars in income tax. 
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os 5 me 
In recent months, eight of the 
twenty companies listed have been 
converted to public ownership. 

The income taxes for the remaining 
twelve companies total 12.2 million, 
of which about 6.8 million is 
applicable to the Alberta investor- 
owned companies. If these companies 
were exempted from federal income 
tax, it is submitted that the 

amount of tax loss to the federal 
government would be insignificant 

in view of the small remnant of 
electric utility companies left 


under investor ownership. 


The Political Effect: 


The monetary advantage gained under 
the present discriminatory income 
tax laws by provincially or 
municipally owned systems has been 
used successfully oy a number of 
socialist-minded politicians for 
tne compulsory transfer of owner-= 
ship of electric utilities fron 


the investing public to government. 


removed. It is apparent that the 
investor-owned electrical utility 


industry, as a source of federal 
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(12) revenue, is disappearing at a 
rapid rate. And, one of the 
principal reasons for its disappear- 
ance is the fact that it is a source 
of federal revenue. 

f13) Money to finance "take-overs" of 
investor-owned utilities is 
frequently obtained by provincial 
governments from foreign money 
markets, notably the United States. 
This has an adverse effect on our 
balance of international pa 


(14) Discrimination Removed by 
Use of a Sales Tax: 


9) 


It has been cGemonstrated that th 
loss of revenue accruing to the 
federal government by reason of the 
exemption of investor-owned electric 


utility companies. from federal 


neome tax would be small. However, 


}-- 


since governments must nave money 

to carry out their proper functions, 
"! ' . 

an "end use’ tax or sales tax could 

be levied on sales of electricity 


to consumers of both investor- 


vernment-owned electric 
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utilities. Customers of government- 
ownea electric utilities would par 
this tax in the same manner and at 


the same rate as the customers 
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Taxes 


- to 
served by investor-owned electric 
utilities. This would result in 
a much broader tax base 
to realize the revenues current y 
being derived from income tax on 

the investor-owned segment of the 


industry. 


on Dividends: 


As the “end use” tax would be in 


lieu of income tax, it is contemp- 


lated that the present status of 


dividends under Sections 28 and 


38 of the Income Tax Act 


would be 


preserved, 


SECTION II 


FEDERAL SALES TA? 


Under the provisions of The Excise 


Tax Act certain fuels now used in 
electrical generating 
exempt from tax while others are 
taxable. The following fuels are 
oil sold to 


municipalities for their own use 


in senerating electricity. 
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= 
On the other hand, natural gas 
used in gas turbines is subject 
to sales tax. This is clearly 
discriminatory against the use 

of natural gas for rcurposes of 
gnerating electricity. Also, the 
generation of power in Western Canad 
is being discriminated against 
Since only in this area is it 
economically.feasible to use 
natural gas as a fuel in the 


generation of electricity. 
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SUBMISSION TO THE ROYAL COMMISSION ON TAXATION 
by 

CANADIAN WESTERN NATURAL GAS COMPANY LIMITED 
and 


NORTHWESTERN UTILITIES, LIMITED 


B. F. Willson - President 
140 - 6th Avenue West, 
Calgary, Alberta 


June 18, 1963 
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Canadian Western Natural Gas Company Limited, 
serving Calgary and 84 other communities, and North- 
western Utilities, Limited, serving Edmonton and 78 
other communities, are both engaged in the production, 
transmission and distribution of natural gas in the 


Province of Alberta, 


Combined Statistics 1962 


Customers served 205, 350 
Population served 808 , 000 
Revenue from Gas Sales $36, 900, 355 
Income & other taxes $27,034,717 
Income taxes $4,512,600 


Revenue and other 
taxes $2,502,117 


Income and other taxes per 
one dollar of sales 19 cents 
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1 SUMMARY AND RECOMMENDATIONS 


SECTION I 


w 


Summary: Investor-owned utilities pay federal 


4 income tax; provincially-owned and 
5 municipally-owned utilities do not. 
6 Income tax is a cost of utility service. 
7 The effect of the Income Tax Act is to 
: discriminate against some utility con- 
sSumers and favour others, 

: Recommendation: That federal income tax be removed 
= from utilities and that an "end-use" tax, 
il fair and reasonable for all concerned, 
> be applied uniformly to gas sales of both 
13 investor-owned and government-owned 
14 utilities. 
15|| SECTION II 
16 Summary: The burden of federal income tax is high 
17 in relation to utility revenue, compared 
18 with other businesses, 

Recommendation: That federal income tax be removed 
" entirely from utilities, and an "end-use" 
" tax imposed in its place; and that the 
21 tax be reasonable in relationship to 
22 sales revenue. 
z SECTION III 
24 Summary: There is sales tax discrimination against 
25 certain uses of natural gas. 
26 | Recommendation: That natural gas, like its 
a competitor, electricity, should be sales 
28 tax exempt. 
29 | 
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SECTION I - THE INEQUITY OF PRESENT PEDERAL TAXATION 
ON UTILITY CONSUMERS 


2%. The Inequitable Distribution of the Burden 


The companies draw the Commission's attention to 
the inequity of the incidence of income tax as it applies 
to investor-owned utilities on the one hand and munici- 
pally-owned or provincially=owned utilities on the 
other. The former pay income tax, the latter do not. 
This, coupled with the quasi-monopoly nature of the 
industry, has left it particularly vulnerable to attempts 
of "nationalization" at municipal, provincial or even 
federal levels - attempts which have been so successful 
in the electrical industry that only a remnant of 
investor-ownership remains. It is submitted that in a 
free enterprise economy which is dependent on investor- 
ownership for further growth, the tax laws should not 


encourage the elimination of private ownership. 


Be The "Cost" Concept of Income Tax 


Investor-owned utilities are subject to close 
regulation by governmental bodies. By and large govern- 
ment~-owned utilities are not subject to this form of | 
control. | 

Under the concepts of utility regulation, the 
return on investment which the investor-owned utility 
may earn is normally limited to a stated percentage after 
payment of operating expenses. A major item of operating 
expense is income tax. In business generally it is not 
clear to what extent income tax falls on the consumer of 
the product and to what extent it is borne by the owner 
of the business. In regulated utilities, the regulatory 
authorities are unanimous in directing that income tax 
shall be treated as an item of cost for the purpose of 


setting rates. 
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3x The Political Result of the Inequity 


As income tax is a part of the cost of service in 
an investor-owned utility, it is inequitable that a con- 
sumer in Alberta pays income tax in his utility bill, 
while a consumer in Saskatchewan does not. The social- 
ists' answer to this anomaly is the takeover of the 
existing taxpaying utilities, but it is submitted that 
in a free enterprise economy, a more appropriate solution 
is to tax all utilities and therefore their consumers on 
the same basis. The existence of the tax inequity 


results in a constant threat to the investor-owned 


utilities. 
4, The Inegquity Removed at the Provincial Level 


The inequity arising from differences in taxation 
treatment as between utilities owned by investors and 
utilities owned by provincial or municipal governments 
has been recognized by the Government of the Province of 
Alberta. In the field of property taxes, the Alberta 
Legislature has removed the inequity by enacting "The 
Municipal and Provincial Properties Valuation Act" 1961, 
Chapter 53. Under that statute provincially-owned and 
municipally-owned utility properties are now uniformly 
assessable, and are taxable by, or pay equivalent grants 
to, the municipality in which the property is situated. 
Section 6 of the Act expressly provides that the valuatio 
shall be equitable and uniform with assessments of other 
kinds of property throughout the Municipality. 

The Act does not merely involve a bookkeeping 
entry between, say, a City's utility department and the 
same City's general revenues. Under the Provincial 
School and Hospital programmes, the City has to pay to 


the Province 36 mills per dollar of assessment on its 


: he vf 
i ! 
} 


7) OO sepent. 262 
anny wonvers 0" ‘tees! wit to 


oe Py heat aaa at ig 

Ht Far tees ie 
Ts lied wanda Ce 
a : : & airy Poup i 
ee acct 


. vt ho <0 oS%a? ania aa spinon pea ia 


sil Poe 


tad betleter. *: a ed MOLPLETee sre Neg a 


one LE A Aveta i etndnqorges rein a ates earners 


batiss 


Bee TOROS aks get BO wh seri war ‘Yuta hy 
ANY wy 2 , [Pris i 
banany tpepownt & od deers Tousen s ‘enn 
. ; ’ i ry 
. 
if r j r hs he F " oF ty 
, Lomink taaoaknen, pit te fepenes hw22 weet et 
. ovbeeta- on esenene Tih aeah aohelee i Livpat of 
Mh ie edbbetes eal Knee Ree Ase eos Ce} 86 dees 
4 I 2 i ‘ ‘ye * 
amr erim Lael plow a> Talon iver " hyper abhatist me Gt 
% it ay penis ae Wit 
* 4 * eh = uy wee iatig my ADT 
ho) CO gS Re denaldwOd mold NEO bomne benpn omnes eit’ 5B 
eee lA att. geexad Eetedeng Yo biel rit a 
| ‘ bh ar 
oO" geet orcad ge Raped eat ew alia sat wasnt 
Peet otek pk dole e929" pant? shfont oor arte 
f 4 ALA 
brs bactwootilaloalwony educate gars rentacida eRe ‘ 
ee ee ee es ne n eenteee bea citenton ar 
: ml ie 
i gory Law terme (ig Lis) a ssciniettaahd wd, beri youd . 
i fiat Ave 
pi ht IMetaartia aloe neponngy eit dle wd ot tage: besa 
aye 3 ‘ P] 
Woo Sigel Dane abe lt pensive lenved one ‘tod sind 108m 
by ji ' ‘ t Mal es : 
my chiise HA etmokes Hew mew TET baie atseatiige i 
; La bib 


©. 


. wetiegl ohm ast taocgpreruts ine 
a ’ 


Seana prateeestaicnd “U wwtownt elon inset 


‘hy writ eke Smarts Tah yoke ‘ 

" ad a ss. bare ret vor ‘ort cet r 

nit ' ; $0) Spel Baan Hetty tT best? Pe 

" | : ih oe aby 6 ‘ ay : % 

Meta, ~~ wea oF foe wren er arene nagar 

ih t ah _ pi teh! ipatans ED i ih Pine Mee Gis. 

’ Lyre ie R a el aa " ti call 

. Aah a ne tard , 


ANGUS, STONEHOUSE & C~ 2. 
TORONTO, ONTARIO -5 - 


utility department property. Furthermore, the pro- 
vincially-owned telephone system must raise sufficient 
monies from its cus*omers to pay not only the standard 
36 mills per dollar uf issessment for school and hospital 
purposes, but also the mill rate per dollar of assess- 
ment for general municipal purposes in each municipality 
where its property is situated. 

It can be said, therefore, that in the field of 
property taxation of utilities in Alberta, there is now 
substantially no discrimination by reason of different 


class of ownership. 


5. A Similar Inequity Resroved at the Federal Level 

Section 84 of the Income Tax Act provides that 
certain Crown Corporations shall be subject to income 
tax. CCH Canadian Tax Reporter comments on section 84 
as follows: 
"The corporations specified are, generally 
speaking, companies which are carrying on business 
operations similar to and in competition with 
private industry. The Minister of Finance stated 
in his budget address when proposing the intro- 
duction of this provision that its purpose is 
to make the financtal stst..<nts of these corp- 
orations more co. ,=:a2e with those of private 
corporations and to make it easier to assess 
the efficiency of thetr operations." 
on Federal Government Revenues 

The companies realize the necessity of revenues 
for the Federal Government, in order that the Government 
can carry out its legitimate functions. This submission 
is not an attempt by our companies to avoid paying a 
just share of the costs of government. It is, rather, 
a submission for equalization of the tax burden so that 


the proponents of socialization can no longer utilize 


the "tax saving" as an argument for government ownership. 
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Every tax-paying industry which is expropriated or taken 
over by provincial or municipal governments obviously 
represents a narrowing of the tax base at the federal 
level. There has been a substantial decrease in the 
federal tax base in the utility group particularly 
within the last two years. Utility income tax is 
destroying itself by its very existence. 


Te Recommendation 

The solution to the inequity between the investor- 
owned utility and the government-owned utility 1s to tax 
both of them the same way. Under the existing state of 
federal-provincial relationship it would appear 
impractical if not impossible to bring the provincially- 
owned or municipally-owned utility within the scope of 
the Income Tax Act.. 

It is recommended, therefore, that federal income 
tax be removed entirely from utilities, and that an 
"end-use" tax be imposed on all utility revenue, regard- 


less of the form of ownership of the utility. 
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SECTION II - THE BURDEN OF TAXATION OF UTILITY CONSUMERS 


8. The Magnitude of Taxes as a Percentage of the 
Revenue Dollar 


Income taxes and property taxes in a rate con- 
trolled utility tend to be functions of plant invest- 
ment; but as items of cost they can be recovered only 
from revenues derived from sales - just as in other 
businesses. It is necessary therefore to examine the 
relationship between plant investment and revenue in 
regulated utilities compared with other businesses. 

From "Taxation Statistics 1962" it is found that 
in a grouping of utility-type industries, including 
utilities which directly serve the public, one dollar 
of investment generates only about 30 cents of annual 
sales. 

In the remainder of industry (excluding the 
agriculture, service and finance sectors ) one dollar of 
investment generates about $2.55 of annual sales. Thus 
any tax which tends to be a function of investment might 
be expected to result in a taxation level on sales up to 
eight times greater on the utility group than on the 
remainder. 

The following table indicates that a substantial 
differential does exist. 

Taxes as a of Sales 


Income Tax Other Taxes Total Taxes 


Utilities (1) 7 0% Not Available 
Utilities (411) 11.6% 4 he 16.0@ 
Utilities (111) 12.2% 6.8% 19.0% 


Industry and 
Commerce 2.1%(iv) 1%(v) 3% est. 


Sources {1) to (v) are listed in the Appendix. 
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In industry and commerce, income and property 
taxes take about three cents of the sales dollar; in 
the two companies submitting this brief, taxes take 
nineteen cents of the sales dollar. 

The following quotation on this subject is from 
"The Valuation of Property" by Professor Bonbright 
(Vol. 1 page 517): 


"No authority in taxation has supplied 
a convincing defense of a public-utility tax 
measured by the value either of the physical 
properties or of the enterprise as a going 
concern. Certainly the "ability to pay doctrine" 
will not suffice. Many tax specialists, indeed, 
go so far as to reject this doctrine completely 
as applied to all corporate taxation. But with 
utility taxation, the case against it is utterly 
compelling in view of the fact that property 
taxes are deductible, like operating expenses, 
in the determination of the "reasonable rate of 
return” that is used as a basis of rate regu- 
lation. With this point in mind, some writers 


have urged with much force that utility companies 
should be exempt from every tax except an excess- 


profits tax designe o recapture the redundant 
earnings that are not precluded by prevailing 
methods of rate control." 


9. Token Recognition at the Federal Level 
Section 85 of the Income Tax Act provides for a 


slightly lower rate of income tax applicable to utility 
income. 

CCH Canadian Tax Reporter comments on Section 85 
as follows: 


"The purpose of the introduction of this 
legislation was to provide relief for the public 
utility companies to which it applies, in view 
of the fact that they are forced by the nature 
of their business and their franchises to raise 
large amounts of capital to finance the expansion 
of services to be performed for the public and, 
because of the public control of rates, are 
allowed to earn only a limited return on their 
capital. It was anticipated by the Government 
that this relief might assist such companies in 
attracting the cepital required.” 
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2 10. Recommendation 

Consistent with our recommendation in Section I 
4 we submit that an "end-use" tax bearing a reasonable 
relationship to sales reverme would be fair and equit- 


| able to utility consumers. 


7 ll. General Effects of the Recommendations 


gi” These recommendations would result in: 
4 (1) The removal of the existing discrimination betwee 
types of ownership. 
* (11) A broadening of a tax base which is, under the 
“3 present law, fast disappearing. The new tax | 
12 | base would be stable and would be expected to 
13 increase. 
14 (444i) A direct relationship between tax and sales which 
is| is particularly desirable in high-investment 
i utilities, where taxes are established as a cost. 
(iv) A fair comparison of efficiency and service 
af between like utilities, regardless of ownership. 
18 
19 i2. The Effect of the Recommendations on Federal 
Revenues 
20 The present section 85 of the Income Tax Act 
21 refers to electric, gas and steam utilities. If an 
22 "end-use" tax were to be levied on electric and gas 
93 utilities in place of income tax, then the following 
4 results would be anticipated: 


(1) Present federal revenues ~ from electric and gas 
25 companies 


Year 1960 (Taxation statistics 1962) $35 million 


26 | 
Year 1961 (Moody's Public Utilit 
27 manual $44 million 
28 Year 1961 adjusted by removal of 
companies situate in 
29 British Columbia and 


Quebec Provinces $20 million 
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(11) Estimate of a revenue tax base for 1960 
Electric (Canada Year Book 1962 


page 551) $805 million 
Gas distribution companies 
(Taxation statistics 1962) $185 million 
Gas distribution: govern- 
ment-owned; estimated $ 30 million 
Total tax base estimated at $1,020 million 


(111) Yields of federal tax on the revenue tax base 
for 1960 


An “end-use" tax rate of 2% (which is approxi- 
mately equivalent to the general burden on 
industry and commerce - para 8) would have 
yielded in 1960 about twenty million dollars 
of federal revenue, or about the same as the 
yield currently expected from income tax. 


At 4% the yield would have been about forty one 


million dollars, or about the equivalent of 


ig the yield prior to the recent events in British 
18 Columbia and Quebec. 
19 


(iv) Yields of federal tax on an estimated revenue 
tax base for 1964 


cs The "electric" component of the recommended | 
tax base increased 9.3% in 1959 over 1958 and | 
< 6.6% in 1960 over 1959 (Canada Year Books). 

23 With the transmission of large amounts of 

24 natural gas from Alberta to Eastern Canada 

25 ‘ end-use sales of gas distribution have increase 


also. Using an annual increase rate of about 
6¢ the tax base might be expected to rise from 
$1,020 million in 1960 to $1,290 million in 
1964. 
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1 
2 Yields of federal revenues on this figure 
3 would be: 
, @ 2% $26 million 
@ 3% $39 million 
P @ 4% $52 million 
6 
; (v) Federal revenues - taxation of shareholders 
It is contemplated that the "end-use" tax, 
‘ being in lieu of income tax, would be imposed 
9 under Part I of the Income Tax Act, thus 
10 preserving the present status of dividends 
il under Sections 28(1) and 38({1) of the Act. 
12 
13| SECEION IIL - SALES Tax 
14 
os In certain isolated instances natural gas is 
" subjected to sales tax under Section 32 of the Excise 
' Tax Act and provisions of Schedule III to the Act. 
17 Mainly these cases relate to the use of natural gas 
7 as fuel in gas engines, including turbines, for gener- 


19 ation of electricity and to its use in compressor 


20 stations. 

of In the case of generation of electricity, 
fuel oil is also taxable if used in an internal 

22 


combustion engine (but with certain exemptions - 1.e. 
23 when used by municipalities in generating electricity). 
24 Water power or coal used in electrical generation are 
25 not subject to this tax. It is clear that an inequity 
26 exists here. 
Insofar as compressor plants are concerned, 
these plants can be operated equally well with electric 


| powered motors, the electricity being tax free. Natural 
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gas is therefore at a competitive disadvantage, 

It is submitted that natural gas, like 
electricity, should be tax free for all uses under 
Section 32, and in order to avoid creating an inequity, 
while correcting one, that the exemption also apply to 
fuel oil used in the generation of electricity 


(replacing the exemption for municipalities only). 
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1 | 
2 
4 The sources of data in paragraph 8 are:- 
(1) “Taxation Statistics 1962" (for the 1960 tax 
1 Year) published by the Department of National 
. Revenue; being 318 companies showing a profit 
6 under the headings of railways, pipelines, 
7 telephones, electric power and gas distri- 
8 bution. 
9 (11) "Moody's Public Utility Manual 1962"; being 
10 25 Canadian telephone, electric or gas utilitie 
showing a profit, and whose entries disclose 
7 both income tax and other taxes. The taxation | 
- year is usually 1961 (1960 for B.C. Power / 
13 Corporation Ltd.). Charges for deferred | 
14 income tax have been eliminated. 
15 (141) Canadian Western Natural Gas 
16 and Northwestern Utilities Limited for the 
t year 1962. (Charge for deferred ixcome tax | 
eliminated). 
‘f (1v) "Taxation Statistics 1962" (for the 1960 tax | 
4 year); being 40,478 compamies showing a profit | 
sd | under the headings of mining, manufacturing, 
21 construction, wholesale and retail. 
22 (v) Estimated. The entries for Canadian companies 
3 in "Moody's Industrial Manual 1962" show that 
As "other taxes" are seldom shown separately. 
This is one indication (in contrast with high- 
7 investment utilities) that "other taxes" are 
” less significant in the lower-investment 
27 companies. Of the two companies showing other 
28 taxes separately, one was 0.3% of sales; the 


29 | other 1.0% of sales. 
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SUBMISSION 


ON BEHALF OF 


ALBERTA AND NORTHWEST CHAMBER OF MINES AND RESOURCES 
TO 


ROYAL COMMISSION ON TAXATION 
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PREFACE 


Main Conclusions and Recommendations 


Regarding Mines in Remote Areas 


Extension of three year exemotion period. 
Such exemption should not include periods 
when work is suspended. 

All development work be allowed against 
profits earned in non-exempt periods. 
Depletion should be allowed on gross profit. 
Research costs should be allowed against 


net revenue after depletion. 
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1] Introduction 

2) 1. The Alberta and Northwest Chamber of Mines in 

3] presenting this brief to the Royal Comateetan on Taxation» 
4] desires at the outset to make it clear that the Chamber 
dees not wish to make representations on the effect of 
tax provisions on the mining industry, the efficiency 

of the tax incentives now given, the influence of tax 
 oliey on the inflow of capital to the mining industry 

or the comparison of the tax treatment accorded the 
mining ak ie: industries in Canada and elsewhere. It 
ig the feeling of the Chamber that these problems can be 
better dealt with by the Canadian Metal Mining Association 
hat they should be handled on a national rather 

than a regional basis. 

fi The Chamber feels that any reoresentations made 
on its behalf should deal with the problems that are 
peculiar to mining companies operating in remote northern 
areas and should endeavour to show that the incentives 
iven to mining companies under the provisions of the 
Income Tax Act are not equitably distributed and that 
mines operating in remote high cost areas should be 

given greater exemptions and more tax privileges than 
those operating in low cost areas. 

The Area 

bt The area within which are located most of the 
mines that belong to the Chamber extends from Hudson's 
Bay to the Alaska boundary and from the northerly 
boundary of British Columbia and the Prairie Provinces to 


the Arctic Ocean. This vast area comprises about 40% of 
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the land area of Canada. Across part of the area is the 
Precambrian Shield, that rich mineral area that provides 
most of the minerals of Ontario and Quebec. In 1962 the 
mineral production of the Northwest Territories and the 
Yukon totalled over $30,000,000. This, however, is only 
thie beginning, as vast sums are being spent in explora- 
tion and expansion, and all through the area new proper- 
ties are being developed by many small companies and many 
giants of the industry like Consolidated, Hudson's Bay, 
Sherritt-Gordon, Gunnar, Giant Yellowknife, United Keno, 
Cassiar and many others. : 

h, As has been found elsewhere, mining is the only 
industry that can flourish in barren, undeveloped terri- 
tory, and it soon attracts to itself secondary and servic 
industries and an increasing population. The population 
of this northern area is rapidly increasing and there 

are now many centres with populations ranging up to 6,500. 
In the Northwest Territories alone, nearly 100,0CC tens o 
freight moved by the waterways and neariy é 200 tons by 
air in 1962. 

eo The Chamber believes that the development of 
this vast area will in the next 25 years be a major factor 
in the Canadian economy. There are of course many 
problems that must be solved. Industries in choosing 
locations in which to build olants must not only consider 
raw materials, bub also the proximity to markets and 


availaopility of cheap power, transportation and a labour 


pool. 
— 


The Problems 
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The problems faced by the mining companies - 
operating in the north are many and varied. We would 
like to enumerate a few of these sithaile 
(a) Distance from Supply Centres and Markets 

The main supply centres for the area are Van- 
couver, Edmonton and Winnipeg, but most of the mining 
equipment must come from Eastern Canada or the United 
States. The mines themselves are located anywhere from 
100 to 500 miles within the Territories. This distance 
ere to at least 500 miles from the Territories to the 
main distribution centres shows the distances everything 
must be brought to set up the mine. 
(b) Transportation 

In the case of the Yukon, supplies come from 
Vancouver by boat, from Edmonton by truck, or must be 
flown in. In the Northwest Territories most supplies 
are carried by river and lake transport assisted by 
trucks and tractor trains or by aeroplane, Freight 
carried by plane is very costly and water transport is 
slow and subject to seasonal shutdowns. 


3 
(c) Installation Operation Costs 


The construction of a mine in Northern areas is —{~ 


we 


much more costly than in settled areas. Since theré are 
no local contractors, construction a first 
be brought in. By reason of the extreme weather condi- 

| tions, construction is slowed and buildings must be fully 
} insulated. Since no power lines are available, ce: 


plants must be set up. These are mainly diesel plants, 


| and fuel must also be imported. Supplies must be brought 
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in during the navigation season and stockpiled. Long 


PO a RE nn re ne tert rE aE 


hours are worked during the proper seasons and overtime 
pay coupled with delays in delivery of supplies cause 
high construction and operation costs. 
(d) Additional Costs 

Mines in remote areas are often forced to make 
substantial expenditures to bring roads to their prop- 
erties, since railroads do not penetrate the areas. In 
most cases schools, housing, recreational facilities, 
medical services and the amenities of life must also be 
provided by the mines. The fact that the mines in remote 
areas are forced to pay for these things should entitle 


them to special consideration when they are taxed. 


Tax Incentives Given Mines 


7. (a) Exemption of New Mines 


Under Section 83({5) and (6) of the Income Tax 
Act a mining corporation is not required to include in 
computing its income tax the income derived from the 
operations of a mine during the period of 36 months 
commencing with the day on which the mine came into 
production in reasonable commercial quantities. This 
provision is obviously designed to enable a mining 
company to recover its original development costs and to 
aid it during its early adjustment period. 
(>) Development Work 

The cost of any development work done before the 
commencement of production can be deducted from otherwise 
taxable income in the years following the exemption peric 


or from taxable income from other sources during the 
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exemption period. After the commencement of production, 
however, development work of a current nature must be 
charged to Necvaniag costs and ‘so the company gains no 
tax advantage for having incurred the expenditure if it 
is made during the three year exemption period. This 
would appear to penalize small mines that do not have 
the financial strength to do all development work before 
commencement of production, and in new remote areas 
most mines are small. 
(c) Depletion Allowance 

A depletion allowance of 33 1/3% of profits 
reasonably attributable to production of minerals. is 
allowed, but this allowance is after deduction of 
exploration allowances. 
(d) Depreciation 

Mines in additig: to veceiving noren! depreci- 
ation on their buildings and equipment are entitled in 
the case of "a mine shaft, main haulage way or sim{j,ar 
underground work designed for continuing use or any 
extensions thereof, sunk or constructed after the mine 
came into production" to depreciation at 100% and the 
mining company may deduct such depreciation or any part 
thereof at any time. 
(e) Exploration, Prospecting and Development 

Where expenses for exploration, prospecting and 
development are incurred in relation to other oot 
they are deductible in the year of expenditure or in 
subsequent years to the extent of the company's income in 


such years. 
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(f) Research 

Under new amendments to the Act, mining companies 
are allowed a write-off of 150% for expenditures made in 
research, such write-off to be deducted from revenue 
before depletion. 

8. From the above it would appear that for a 

company to take full advantage of these tax concessions 

it should not commence production 

a) until the mine is fully equipped and 
organized so that it can immediately reach 
full capacity, — 

b) until it is reasonably sure that it will be 
able to continue uninterrupted production 
for the 3-year period, since extensions — 
will not be granted by reason of suspension 


of production. 


¢}) until all development work required for the 


first three years has been completed, unless 


such work falls within Class ie. 

Zo; 69. New mines opened up in developed areas are able 
Zi to organize their operations to take full advantage of 
22) these concessions, but ieee in remote areas are rareir 
23 able to do so. The main reasons are as follows: | 

| 
2% a} By reason of the fact that all mining | 
2s equipment and supplies must be brought to | . 
% the mine from great distances, mainly by 
2¢ barge or aeroplane, t is often necessary | 
28 that loads of ‘ore be taken out on the eniceciel 


29 : trip to reduce costs, with the result that " 
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operations are in many cases started in a 
small way and gradually expanded.. The resul 
is that the benefit gained by the three year 
exemption period is small compared with that 
gained by well financed companies in 
developed areas where mines can go on full 
production almost at once. 

By reason of the conditions set out above 

4t is rarely possible for mines in remote 
areas to do all development work before 
starting production, with the result that 
the cost must be charged to operating © 
expense in years where profits are already 
exempt and not against profits in later 
years as in the case of development work 


prior to commencement of pwoduction. 


10. Recommendations 


That by reason of the high development costs 
and the delays incurred in reaching full™ 
production, the three year period during 
which the mine is exempt from Vaxation be 
extended to at least five years in the case 
of mines in remote high cost areas, or in 
the alternative such mines be exempt until 
recovery of development costs. 

That whatever period of al preg allowed 
new mines should not include periods when 
actual operation is suspended, This would 


avoid loss of benefits where mines are 
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unavoidably pres down by reason of lack of 
financing, major breakdown, strikes, loss 
of ore body or other causes beyond the 
control of the company. 

c) That the distinction between development 
work done before or after. khe commencement 
of production be eliminated and ail develop- 
ment expenses be allowed against profits in 
non-exempt periods. | 

d) That since the depletion of an ore body is 
related to the gross output of the mine the 
depletion allowance should be based = gross 
profit before deduction of exploration costs 


relating to other properties. 


e) That in view of the fact that in newly 
developing areas old methods cannot in many 
eases be used and the new conditions 
encountered demand new processes if high 
costs are to be reduced to make the products 
competitive, such research costs shouid be 
allowed as a deduction from net income after 


depletion. If research costs are deductea 


before depletion, the amount of the 


| 
| 


24. depletion is of course reduced. 


In conclusion the Chamber wishes to point out 


that while the recommendations outlined above do suggest 


25 
26 
97) special treatment for mines in remote high cost areas, 
28] a precedent has been established for different treatment 
29 


of businesses in different areas by the enactmenbd of the 
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regulations relating to new businesses established = 
depressed areas. 

All of which is respectfully submitted on 
behalf of the Alberta and Northwest Chamber of Mines 


and Resources. 


i< 
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| 
1 SUBMISSION | 
| 
2] TO THE | 
i 
3| ROYAL COMMISSION ON TAXATION | 
4 Presented by | 
5 THE RETAIL MERCHANTS ASSOCIATION OF CANADA 
6 (ALBERTA) INC, 
7 
| 
8 
INTRODUCTION 
9 eee eee 


10}. This submission is presented on behalf of the Retail 


11 Merchants Association of Canada (Alberta) Inc. with 
12| its provincial head office located at Edmonton and 
we ‘branch offices at Calgary and Lethbridge. Our Assoc- 
14| dation is a voluntary, non-profit Organization affil-| 
15| iated with the Retail Merchants Association of Canada 
16) Inc. The aims and objects of the Association are | 
a similar to those of the Dominion Association and our | 
18) affairs are conducted in much the same manner as 
19| other Provincial divisions of the National Associa=- 
20| tion, We have been established in the Province of | 
21) Alberta for 50 years and have served the interests | 
22| cf the Retail Trade in this Province throughout that 
i 
23 | Cime. Membership is represe€titetive of all Provincial | 
24| regions and #11 Retail classifications. The average | 
25) annual paid-up Membership exceeds the figure of | 
26 | 2,000 voluntary subscriptions. Nevertheless, we | 
27| speak for some 4,000 Retailers who have subscribed 
28 | Membership at some time during the course of the 
29 last five years, and who support the aims and objects. 


30 of the Association. These businessmen depend upon 


cine 


uy im 4 
anit ( ; panes 


‘ah BN ahi - en ay ae! 
i ani ate , 


i We i 


"I ae i Hayat mt Bison ta 
: ba ar iH 
haan a 7 ui ty Ratt 
i nt ry ii ia Born by Wut a ath Z iy may 


Ni wr 


re « wn 
7 , eek 
‘ he om opal . 
, 


es r ibid at sent ie f air ; ne ley . nay 


| ie ¥ rea 
" a : . dale! v . 1g 


(i “ Nie ce 
' : 


fi hm ‘ a4 i] 
Me Waar HR Wy q 
it ee: yr cit these hob imma Wik sei ieee 
ea boul pt hate ee, bi, Pe ae iir Hore ARNE ai ayy 
ars Jest 
ae mint twebarnanine. 0h RN AAD nit Larter pire hott a 
te Rey ae ee eo meray 
it deresigwernce rommnate tie do enogmtige Leuhiers teyt 
voters | 
Peat ie Oe 
My een 5.0" nic ttle bedtwenos af nbkawemde afi? of i 
act? «aS te pall: ance sae ieghi. “yy aaa JRL ese hy . 
a . % 
: ( eis Te pie Pa ae nay Pe a . NY 
St ne AV" QUIRES cla ves Ty tne a iv 
ike) cane R ORR MFI HiT: ele ares dae ie 
~ 13 
; wie eff Oo. Ima RP WA 6 wy OOH DIS 2 aN tg 
; 
i i al kde i 
ie o Suntagy .@afan conn: re aa be oP ee | ee a | ho 
J 1 
j , y : j | : 
: ‘ GR! seKOns PH tome wey sien Oe ermal \ 


nin  nonkiokemes art, he ome ad srs Mas 


* 
4 
} 
ay fk Peater lace toe tea syoutvows att te emt eer, 
i | 
ry j Sead. gan Aciae scl gaktabee at aeatetvent (2 Maire a 


i , 


# ANGUS, STONEHOUSE & CO. LTD. 
7 TORONTO, ONTARIO 


2 to Civic, Provincial and Federal Governmental 


the Retail Merchants Association for a aaa 
3 bodies. | 


410, We are deeply conscious of the importance of the 


; work of the Royal Commission on Taxation and the 

6 impact its findings will have upon all taxpayers in | 
7 Canada. We are impressed with the manner in which | 
8 the Commission's public hearings are being sonkeen | 
9 and the ae to which Canada's tax structure is 

10 being researched and investigated by the Commission- 
11 ers and the Commission's research staff. In the 
12 area of research, this Association willingly volun- 
13 teers its assistance to the Commission in any manner | 
14| possible. Our network of organization may be par- 

281 ticularly useful in the area of communication should 
16 it be the desire of the Commission to canvass the | 
17 individual opinions of businessmen throughout the | 
18 Province, 

i9 TERMS OF REFERENCE 


20/3. This submission is concerned with the following 


21) specific Terms of Reference handed to the 

22 : Comind$ ion: - 

23) a) The distribution of burdens among taxpayers 
“i resulting from existing rates, exemptions, 


sonal and corporation income taxes, estate 


i 

25 | reliefs and allowances provided in the per- 
| 
| taxes and sales and excise taxes, taking 


28 into account also the jurisdiction and 
practices of the provinces and municipalities, 


A b) Provisions in existing laws which may have 
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given rise over the years to anomalies or 
inequities which may require action to close 
loopholes which permit the use of devices to 
avoid fair taxation. 


f) The changes that may be made to achieve 


ete re eR enn pep en armen 


greater clarity, simplicity and effectiveness 


in the tax laws or their administration. 


oe Oe SCOPE OF SUBMISSION 


10} 4. This submission is preliminary to the major submis- 


Le SAAS TS EARNER tee eA ae eS eee np hrf manne 
. 


1i sion of our Dominion Association which is expected 
12 to be presented in Ottawa during the month of 
13 October. While the scope we this submission is 
" somewhat limited, it will place before the Commissio 
15) — views on two subjects:- 
16 (i) Sales Taxes ~ Federal and Provincial. 
n| {1i) Tax-Favoured Treatment of Businesses 
18) Organized as Co-operatives. 
° an We are of the firm opinion that all businesses 
20 | should pay a fair share of the Income Tax burden 
21 | proportionate to their profits. Unjustified Income 
2, Tax on which may exist, should be closed and 
23) Co-operatives should make Income Tax contributions 
24 Similar to those made by ordinary businesses naving 
25 | Similar net profits or net surpluses. The Income 
26 | Tex contribution in all cases should be calenlated 

i 
27 | before any part of net profits or surpluses ave 
28 | dissipated by any form of distribution. 
29 
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SALES TAX - FEDERAL AND PROVINCIAL 
We acknowledge with appreciation the Commission's 


desire for an expression of opinion from the Retail 


Merchants Association on the subject of Federal and 

5 | Provincial Sales Tax. This is a matter intc which 

sl our National Office is presently conducting intensive 
7| study and research. It is our information that it is 
3) the intention of the Dominion Association to prepare | 
9} a supplementary brief to the Commission dealing 

10, exe teeivere with the topic of Federal and Provincial 
am Sales Tax and the various proposals which are being | 
, put forward which, if implemented, would have the | 
8 effect of substantially changing the application of 
14 | this form of taxation. 

15 || 7- Owing to the studies which are presently underway, 

6 we will limit this portion of our submission to a 

7 general statement of Association policy as it exists 
12] at the present time. Our further views will be ex- 
al pressed in the National brief which, among other 

oa things, will take into account the representations 
= which are being made to the Commission for major | 
oa ehnanges in the Sales Tax structure. | 
7S As a matter of policy, we are not in favour of | 
24 | Recommendation No, 11 of the Sales Tax Committee | 
05 whicn would change the base of the Federal Sales | 
06 | Tax from the Manufacturers level to the level at 
ar | which Retailers purchase goods. While we agree 

r8| that changes in Federal Sales Tax Legislation are 

19] indicated to clarify the base, remove inequities 

| 


30 and modify exemptions, we are not of the opinion 
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that changing the tax base, as suggested, would 


solve these problems. On the contrary, it is ovr 


suggested, would serve only to intensify existing 


| 
belief that changing the tax base, in the manner 
problems and add to inequality among taxpayers. 


In the Province of Aiberta, we are fortunate in that 


our Association has had no experience with Provinci 
Retail Sales Taxes. On this question, it is our 
view that such a tax should be avoided by the Govern 


i 
ih 


ment, in its search for revenues, until such time 


as all other sources of taxation have been exhausted. 


12 Retailers dislike the imposition of Provincial Re- 

13 tail Sales Taxes owing to the fact that the cost of 
14 tax compliance and tax collection falls heavily 

15| wen the Retail Merchant. He must compute and 

16 coliect taxes on each transaction and establisn | 
17} special bookkeeping procedures and machinery to 
18| satisfy the requirements or accounting for tax | 
19, collected and remission to the Government. When : 
20 


| : ‘ 
| there is no alternative left to a Provincail Govern-— 


sa ment but to impose a Provincial Retail Sales Tax, 
22/ then it is our opinion that the tax should be levied |- 
| a 
+l at the lowest possible percentage rate. The Sovern- | 
24) ment‘’s pevenus objectives conld be achieved and, 
25| perhaps surpassed, with a Sales Tax rate of say 2%. 
26 | This can be accomplished by eliminating exemptions : 
a from the tax as they customarily apply to certain 
i 


classes of commodities and extending application of 
the tax to include all services. (The service in- 


dustry is growing rapidly). 
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lito. We are aware of the suggestions which have already 


2. been made to the Commission that Retailers should 
4 

3} be made accountable to the Government for both 

4 Federal and Provincial Sales Taxes. In such an 


5| event, it is our impression that the Federal Sales 
6) ithe would then be levied at the Retail level, in 

7 addition to the Provincial Sales Tax which is cur- 
ey rently in vogue in seven Provinces. Our first 

9. reaction to this proposal is to reject it flatly 
| until, at least, a better case can be made out to 
1 justify such a far-reaching change in the Federal 
12) Sales Tax base. If such a recommendation were to 
13) be implemented, we are inclined to the belief that, 
14 for practical reasons, both the Federal and Provin- 
15 cial Sales Taxes would be combined into a single 
16 rate and take the form of an "indirect" or sla 
7 over" tax. 

18/11. This Association stood in firm opposition to the 


19) constitutional amendment agreed upon by nine Pro- 
20. yinees in 1950 which would have permitted use of 
21 Indirect Retail Sales Taxes by the Provinces, up to 
22" a maximum of 3% rate. Our position on Indirect 

23% Retail Sales Taxes remains unchanged. 


24,12. The advantages claimed for an Indirect Sales Tax 


25, are highly illusory. On the other hand, this form 
26 of taxation has several disadvantages and re un- 

27 | desirable in terms of usual principles of taxation. 
28 We doubt if it could achieve the objectives of @ 

29 | "hidden" tax. However, our principal objection to 


30 the Indirect Sales Tax is that the term, in its true 
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sense, means 2 sales tax imposed, technically, 

upon the vendor, essentially as a charge for the 
privilege of selling at retail. The amount of tax 
liability is measured by the sales of taxable goods 
dur ag the given period. The legal incidence of 


the tax, therefore, rests upon the Retailer, whereas 


under the present direct form of Retail Sales 


i a ec nceeeeeeentareemt ne gS RSA ASA SFARS Nt RRS 


8 Taxation, as used in seven Provinces, the incidence 
9 is on the purchaser, the Retailer being designated 
10 as a tax collecting agent for the Province. 

il 

4 TPAXK-FAVOURED TREATMENT OF BUSINESSES 

% ORGANIZED AS CO-OPERATIVES 


14} 13, There are a great many ways in which people can go 


s| into business. They can, as hundreds of thousands 
16| of Canadians do, trade as individuals. On the basis 
17 that two or more heads are better than one, they 
18 ‘can form a partnership. They can also form corporate 
"| organizations with an almost infinite variety of | 
20| capital structures. The aim of all these forms of 
| trading is the same - she financial gain of the 
22) people who put up the capital and sagpayy Vee skill 

\ 
23) and energy to direct the business. 


241, 14, The aims of 2a Co-operative, one of the various forms 


25 | of corporate enterorises mentioned above, are 

26 | basically the same as those of any other business. 
am Its members no less than the shareholders of or- 
28 dinary corporations wish to earn a profit through 
29 providing a service. Co-operatives were first 


30 granted special tax privileges when they were an 
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infant and experimental type of organization. At 
that time, taking the economy as a whole, these 
privileges were not very important. Today, however, 
when many 6s. Speed ate powerful and indeed | 
dominate some important industries, these privileges 
create situations of acute unfairness and should not 
be tolerated. 

It is not the purpose of this submission, nor is it 
the desire of this Association, to extol or decry 
Co-onveratives or any other type of trading. We 

feel that Co-operatives are no more and no less 
economically or socially desirable than any other 
type of enterprise which can trade successfully, 
provide employment and stimulate elie business 
activity. 

Most of the members of this Association, in this 
Province, are in business in a very much smaller 
way than the average Co-operative. On the basis of 
size alone, there is much less reason for Co-opera- 
tives being accorded special treatment than for a 
multitude of other businesses. The volyme of busi- 
ness done by Co-operatives in Canada has reached 

14 billions of dollars annually. In the Province of 
Alberta, the volume of business handled by marketing 
and consumer Co-operatives reached the staggering 


(1) 


figure of $205 million last year.* Trading or- 


ganizations of the order of the modern Co-operative 


(1) Canada Department of Agriculture "Co-operation 


in Canada 1961", Page 6 


: 
| 
| 
| 
| 
| 
| 
{ 


Feta a7, 
i Bie we af 4 ‘f i 
ie eX,’ ’ 


ou i - 


‘ae , 
‘ Anat) { 
il f 


+ pele ad ite ‘- 
Al ¥ bay al? 

' Saree 4 pe j 4 Al be co i) wy he “ae 7 ie 

LWT SSL TOPE ce Saas oe liad TA ty oS 
4 c . My ae » a ; 5 " nl mare : | q ? ” : Asi} | 

i i tsi Mf a . TTP h ma : ; ae / We i 
i v thie? iene |e Taki iw ieee Y Muer UD pred. Faas aw Vet bl 
: » i ' ‘ LP Al 
J s Vi i 
ie ¥ } 


id } : 


ie Pie vy 


tives | 
sh ie ro ‘sdhea et versie i 
a sbolicnial secon: arp ‘ot- qb tough * i 
“ema Nt 


7 nie 
aM r is sl iin alicia mois Mathes | 
eawas ee Gk phair PETA LG EMT eo Ah yon whe aoe 
Liwerastrnehteeett va canis ree With Ti KSS Gea" tation 


Ah la OM i) nn Sahiba wleewe le. work 4s Fd 


7 
nt 
Fi ead gargs eats? as) apelin wt rma nit Pete ay 5 y a 50 


a WOAH Elton aL nny 0 Lehi she kmtomen gd od Sealy aaa.) ae 


| 0) go 
Re rw ais Salle thaiine Dae aerate ya riatore) oct cated oleurah 
Che eae: Tia i 
* cola ‘ R 
a. wad pabittal eet!) Asie i cecwrn. Adi: Ree 
AT? ; ’ ; 
? » ue 
aA r A : n qi. e é 
By Oe RG tice i by 2 PUorgeaD. ever. 4 


i ¥ hy a } ye sit yer? + aril. fl ae a his oi st eae mit i 'geseey oni 
(eeldonwr hot ira ++ Sat ye ee | feeugen> ‘Bows topo! ad 
A aga ae bite Mune) sy Ciclo ee. ee oiett berwby 


aes +e leew go wwelol qiew> ok aeanh hoes | 
gute | | 


ANGUS, STOMEHOUSE & CO. LTD 
TORONTO, ONTARIO 


dc not require the Government subsidies in the form 


} 
| 
of Income Tax concessions which are presently granted 


‘ 


by our taxation laws. 


4] a7. In our view, the most glaring example of aie mt 
5 taxation lies in the provisions of the Income Tax 
‘ Act which so extravagantly discriminate against 

7| ordinary business in favour of the Co-operative : 
al method of business operations. ' We believe that all | 
9 businesses should be treated on the same taxation 
19) footing and that only if our taxation situation is 

ii rendered equitable will we, as a Nation, be able to 
12 develop the enormous potential which we undoubtedly | * 
13 have. 

14/18. We submit that Co-operatives are well able to stand 
15 on their own feet and financially capable of meeting 
16 their obligations to society by accepting their full 
17 share of the Income Tax burden. In doing so, they 

ig ean still perform their functions and occupy 2 

ig profitable role in the business world, in the same 

0 manner as tax-paying ordinary businesses. 

21} 19. It is now clearly established as a reswkt of various 
2 objective and impartial economic studies that pre- 
23 sent Income Tax Legislation, in economic reality, 

2 discriminates in favour of Co-operative enterprise 

25 | and that the consequence of such discrimination is 
26 to provide Co-operatives with access to relatively | 
2 large sums of tax-free capital to finance the es- | 
28 tablishment and expansion of their trading organizas 
29 tions. These are the conclusions arrived at by | 


30 Professor R. Craig McIvor of McMaster University, | 
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in his recent study of Co-operatives, published by 


2 the Canadian Tax Foundation last year under the | 
3 title of “Recent Growth In Canadian Co-operatives". | 
4| Similar conclusions are to be found in the book 

5 entitled "The Tax Exemptions Of Co-operatives", | 
6 written by Dr. Robert T. Patterson, of the American | 
7 Institute for Economic Research, Great Barrington, | 
8 Mass. 


9} 20. Access to tax-free capital which rapidly pyramids 


10) into vast sums of money at compound rates of in- 
11 terest stems from the tax-favoured status of patron- 
| 
12) age dividends granted to Co-operatives under Section 
13. (75) of the Income Tax Act. A Co-operative can al- 
14 ways, under our present tax laws, pay far less tax 
15 and as a result use a much bigger percentage of its 
16| profits for expansion than can a normal bitte 
17| no matter how small both may be. This the Co-opera- 
18. achieves by going through the ritual of "declaring" 
19 | a substantial portion of its patronage dividend but 
| paying only a fraction of this sum in cash and re- 
n| taining the remainder within its coats as capital 
1! - much of it very long-term capital. On the other 
a8 hand, a corporation must pay full income tax on ail 
24/ net earnings, including any amounts placed in re- 


serve. 


In their attempts to defend the éecktatinetions tax 
measures which are conferred upon them, Co-operative 
spokesmen will argue that no part of the corporate 
tax is borne by the shareholders of an investor- 


owned company. They also suggest that the share- 
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1 holders of corporations have special advantages 


| because they enjoy tax-free gains on shares which 

i 

if " 
3) appreciate through accumulation of undistributed 


* profits. 


5|| 22. The first claim is completely unjustified and err- 


| 
‘ | oneous. A majority of economists seem now to be 
7 agreed that some part of the corporate tax is passed | 
/ on in the price of the product or service, part is | 
% passed on to labour and results in lower rewards to 
10 employees, but a very substantial part of the tax | 
11| is borne by the shareholders through returns on 
12 capital invested being lower than they would other- 
13 wise be. In an industry where Co-operatives are 
14 active, the portion borne by the shareholders of 
15| investor-owned companies is probably greater than | 
16) in other industries. | 
17] 23. The argument ridiculously presumes thst all ciate 
8) will show capital appreciation and this is just not 
19 | so. The hard facts of life are, of  rurse, that 
20 capital losses are as commonplace as capital gains 
21| This is borne out By taxation statistics issued by 
22! the Income Tax BDepertment for 1960. The Department 

| 
23) reported on the taxes, profit and income of 95,817 
24) corporations about which it hed this information. 
25 Of this number, 32,506, of one-third of the corpor- 
26 ations, operated at a loss. 


| 24. The second argument is no more valid than the first. 
28 Co-operatives are, to a far greater degree than 


29 ordinary corporations, building up equity value 


30 from undistributed earnings. Of even greater 
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significance is the fact that a great proportion of 
the earnings retained by Co-operatives are untaxed 
while an investor-owned business pays every cent of 
tax, at the high corporate rates, on every cent of 
earnings, whether retained or distributed. 

On the evidence of facts and figures already placed 


before the Commission, there is no doubt who is 


carrying the heavy end of the taxation load. The 
9 corporation and its shareholders are making many 
10 times the contributions of the Co-operative group. 


11 26. Co-operative partisans will also put forward the 


12| claim that because both Co-operatives and investor- 
13) owned companies can deduct patronage dividends from 
al their taxable profit, there is no discrimination. 

15|| 27. This argument fails to take account of the fact 

m that the recipients of the patronage dividends of 
a a Co-operative are also the persons who own the 

gi 

oil capital which finances the Co-operative's business. 
19 The Co-operative can thus reward its suppliers of 
20 | capital for risking this capital by paying patronage 
21 | dividends. A patronage dividend when paid by a Co- 
22 operative is not a price resi s* and it is a mistake 
za to treat it as such. The true nature of patronage 
24 | dividends was well summed by Professor McIvor when 
ay he stated:-(2) 

6 "Nor does the view that co-operatives! net 

7 | gurplus is not profit find much support 

28 | Sess 
29 (2) Recent Growth in Canadian Co-operatives, R. 


30 Craig McIvor, Canadian Tax Foundation, 1962. 


iat i "ie cet ae tit sagt ay ; . 
} , Sree +h 
‘ bam SDA ee a Soe ee ne 
Bia is ee xe u ie sae te im. a: 7 “4 re 
005. | seen 
id dinlslaes oes dl oir sayin at 


, te 
rc oy 
s A Wal ‘one ig nN oF 


ae a ae 


hy 


Ce, ryt snip ton gaae shine? sa@enges r 


Mie 


| SIE RS Dw sok: meinen: Smemlane Seow ah 
cf : iil ern er wiainnie yi ab tieein’ “es maatta 


ifs 


ie 

; 

“hid 

Be te 


BL, ‘ied emilee aay lids she sie ie BaD Te aG rit Ste ‘ee 
ee whee hb hes nen ryib sgtucet seg dind aoe ( 
Bititow Utero .enettouted as thew lin. dot ign ‘eqs ey 
i etrs eee chee id ree Nek. ae Dipea det: ae. eer he Les 
‘ve eye 1S German Kathe fyts way, qcrisenken iJ, Steg | |e 


Peed, Chedtins Glearrery ci 1) cedtol ten. eFl suchen mA 


ee ae ee ee 9 Pia nl Ala ee ee 


sole wet elt” (comteties ot Paton see 244 it 


- \ oe . tons vara see wo) “eevogayeqe-o9 Qo 
ei ee SE ce aR. ae 
: o8 Sq bid eer 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, GRTARIO 


outside the movement itself. As a recent 
careful study has stated this matter, it 

is rather that ‘co-operatives are organ- 
ized to increase the gain of their members, 
and to the extent that they do, they have 
profits. A rebate is only such if paid to 


a person whole interest is adverse to that 


| 

| 
of the business which pays it.'14 tt is | 
further noted that 'the source of the patron- 
members! real gain is the transactions of 
their associations with others whose interests 
are adverse to theirs. Their interests, like 
those of the stockholders of an ordinary co- 
poration, are furthered by the operations of 
a separate and distinct business entity.'15" 
An investor-owned company cannot reward its sup- 
pliers of capital by paying patronage dividends 
it has to pay dividends on its shares, because on. 
in the most exceptional cases do its customers anc 
shareholders constitute identical groups. Were : 
both patronage dividends and dividends paid on 
share capital allowed as deductions, equity would, 
of course, be achieved but in an era when Govern- 
ment is seeking new and added sources of revenue to 


reduce its deficits, it is extremely unlikely that 


14. See Robert T. Patterson, "The Tax Exemptions 
of Co-operatives" (New York: University 


Publishers), 1961, p. 71. 
15.. Ibidy pe 62: 


ae 


7 ey 


cag epeiparant oe a 
enury mate ag tl pcr 


iil pansiced qed ¢kterees ie tod hominis «2 
oo mt cele tvd ertionay Bite rca emer l wr 

grant, here. gated uatnn OGRE eet teen! ci ODES: 
ser ene'h eee peee eswen meee tT 


|) yea trib carteneg ek eaten hl Dl Mowe nd 


7 
be en 
nee ive Abel 


«hoes oe: 


w UE Sguy Epo 


ae } ee 


init ecrcutes NoLerwmsre dove eve ..0%e ae 


a To Potegas reddy, ylenmepemme> ate, gems ORY 
‘ 


A 
“bee Soe Phat Kee 
ay 


i eat? 404 waceees griifeqeos to etnurtey &@ OO erent 


> 


tidei? Ja Opsdanvbe xe ev igerete- GO wi lavorat 
a it iad | ti | & | a CROL 
p i) a Wa oucsderuene-oo dalew «a9 30 ration Yo es fad 

7 x, oa et dole weliob 4 et neetwro? 

eth ties _pesnbid xiseitae ae doa 


ij 
7 7 
" 
2 


ea i hare! 


i | ee 


“ee ‘ston Iguteedtp .gniilte mois were ten, Lie te 


alata & 20 sOtenloxe wo tet teelss ty elt 92, 


ere LA 
—— 
— — => é 
— 7 
a wus 


! 
/ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO 


this reform will be introduced in the foreseeable 


future. The logical, and the only feasible way of 
restoring equity, is to disallow the deductibility 
of patronage dividends. 


The impact of tax concessions conferred upon Co- 


operatives falls heaviest on their competitors in 


the distributing and marketing sectors of the eco- 


nomy. It is in the retailing and wholesaling of 


consumer goods! and the marketing of farm products 
that Co-operatives have recently shown their great- 
est strength. In the case of Co-operative business 
originating on the retail side, as compared to the 
marketing function, the trend has been for activity 
to extend not only laterally into diverse lines such 
as lumber, haruware and gasoline but also in depth 
through wholesaling into manufacturing and primary 
production. Co-operatives are now firmly entrenched 
in such basic manufacturing and producing functions 
as oil refining, flour milling, chemical manufactar- 
ing, etc. Every such extension ordinarily results 
in the a a hires or exclusion of a profit motivated 
business and consequently further erosion of the 
tax base occurs. 
CONCLUSION 

There are a variety of compelling reasons for the 
removal of Co-operative tax advantage at this 
time:- 

*Every dollar of tax which Co-operatives are 

forgiven is a dollar which is piled on the 


back of ordinary business. Every ordinary 
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company doing business in this country has its 
tax bill increased to compensate for the 
"under-contribution"” of Co-operatives. The 
gravity of the situation is intensified because 


of the coincidental fact that Co-operatives 


are largely concentrated in the marketing and 


| 
| 
i 
| 
| 
| 
8 that the real prosperity of our country depends | 
i 
} 
} 


7| distributive inductries. Most people agres 

9 upon the results turned in by our manufacturing 
10 and processing industries. Any transfer of 

11) part of the taxation burden from Co-operatives 
2 to ordinary business, also results in the trans 
"| fer of a penalty to the wealth-creating sector 
14 of our economy. It is difficult to visualize 
15| a more unfortunate by-product of a situation 
6 which is brought about by taxation inequity. 

17) *The tax treatment which Co-operatives enjoy 

18, is tantamount to a subsidy of Co-operatives 

19 {subsidy can be just as effectively granted 
20/| by failure to collect tax as by a payment of 


cash). At @ time when the Government is des- 
perately searching for new sources of revenues 
23 | and facing 2 dePicit of some $3/4 billion, we 


24 can surely ill-afford to subsidize an ex- 


x Any section of business which in the five year 
7 period 1956-1961 can increase its volume of 
28 business by 35% from approximately $1.1 


29 billion certainly does not seem to be in need 


| 
i 
| 
| 
| 
| 
| 
25 tremely prosperous sector of the economy. | 
30 of special tax treatment. 


ma ee OE anor bade Sai aaa dere a 
7 pe . 9 , ind te ’ ~ 7 ae 
aera uae & hi ' — wat et or, ; 


4 dies sii 
ree :  adaw, Hatt pecees fopete ak /.\ \) 


ae 
scaly 


ey Ais 
0 waa Anite 2k Helsepeia dO ie Ve 
‘ : bet | 


ihe sin ruwresigets 4 Wiel Laveuigioitcn, Get" ifs ) + 
, i. 


it 
hte 0 a erat 


[ ia } % ud ¢ ‘ — a ~ 


aly 


eg 


i oh was 7" be aie: 
*¢ ietbebeot Ts a i > Ce euttrey 


- 
eh 3G : 
Ve BOOs eet Cary hey PM, LT: “EO ore Leys 


Arg enn YripS 5 Jadu ie ne Sev Leet, oa i ie, 
"| ; ‘ | 
ta : 

j (a i» Loonie } ri : yee an wn hae ) Aen ve ér ; nt 
Uaedonvbang ar besge, toe enews hpotageny ie & 
4 lt } | 

- * ie i 


baka Qo ureRbees. od Che hoes Saeed te \' 


eet sud yreantiae of etw ) tt 
te rors Cipet Lie onl. et fevessioe oC 
‘ge bivow strissed off . seul leteQu 
ee te cin 


; laced ont here? gundanie a oe oA 
fides 
wey aemhiaeneg ie mort povten 


| ANGUS, STONEHOUSE & CO. LTD. 
a TORONTO. ONTARIO 


*A gross unfairness is being done to businesses 


in direct competition with Co-operatives -- 
3| a situation in which many of those we represent 
4| find themselves. Whenever one of these tax- 


paying businesses is forced to give up the 


eee ennai a tt LC ACD 
ene 


6 unequal struggle, as more and more of them are 
7 doing, there is an immediate further loss to 

8) the National Treasury. | 
9. *Co-operatives derive equally as much benefit 
10 from the Government services paid for by tax 

11 revenues as do ordinary companies. As a 

120 matter of simple justice, they should pay their 
13 | equal share of the cost of these services. Co- 
rv operatives raise no objection to paying local 
15) property and business taxes or provincial sales 
16 taxes. Their obligations at tthe more costly 

17 | Federal level are equally as urgent. If we 

13. are to have a tax system with integrity, then 
19 | the tax burden must be shared by all -- 

20) Co-operatives surely should not object to 

a1 | carrying their part. 

22 *Tax incentives to stimulate depressed 

22 geographical areas and speed up production 

a of Canadian goods may be necessary or desir- 

25 | able. We believe that comparable or even 

26. greater incentives to ordinary business can 

27 | be achieved by the equitable taxation of Co- 
7a) operatives. The benefits would be twofold. 

29 | At the monetary level, the tax revenues re- 


| 
a ceived from corporations organized as Co-opera- 
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tives would be substantial and would contribute 


towards a balanced budget. On 2 psychological 


| 
| 
| 
3| basis, the taxpayers of Canada would have the | 
4 satisfaction of knowing that, at last, the | 
3 heavy tax burden is equally distributed and | 
6 that our taxing statutes were unquestionably 
7 founded on the principles of equity and } 
8 ability to pay. | 
9 : RECOMMENDATIONS | 
10] 30. Current Income Tax rates imposed on businéss and | 
11 individuals are high. Retailers accept these high | 
12 rates in the knowledge that they are for the ulti- | 
13 mate benefit of the country. They would face | 
14] their burdensome tax load with much bettef® grace | 
5| if they kmew that it was being applied to every | 
is. sector of the economy. We, therefore, respéct- | 
| fully recommend: - 
8 In respect of businesses organized as Co-onéFdatives | 
19| (i) That the key recommendations of the 1945 | 
| Royal Commission on Co-operative Taxation : 
\ 
a] {to the effect that corporations and Co-opera- 
22 tives should both be taxed on the same »asis) if 
23) be imolemented in a manner which results in 
24) beth Co-operatives and ordinary companies 
25 with similar profits paying similar amounts 
26 | of tax. 
a7| So long as corporate taxation is based off 
28 the present general scheme of collection, 
29 it is requested that the deduction of patron- 
30 age dividends paid by Co-operatives and | 
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and ordinary corporations be disall .- _:4 
the calculation of net inccme. 

(11) That patronage dividends and sharehol.._i 
dividends, in the hands of recipients, be 
accorded the same treatment for the pur- 
poses of Income Taxation. 


(iii) That the three-year tax exemption accorded 


new Co-operatives be removed. 
All of which is respectfully submitted. 


RETAIL MERCHANTS ASSOCIATION. 2. . © 
(ALBERTA) INC. 


WILSON J. LEE, PRESIDENT 
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SUBMISSION OF EILEEN MITCHEL THOMAS, Q.C. 


TO 


ROYAL COMMISSION ON TAXATION 


Mr. Gordon L. Bennett, Secretary, 
Royal Commission on Taxation, 
P.O, Box’ 466, 
OTTAWA, Ontario. 
Dear Mr. Bennett: 
Submitted for your consideration are the 
following two proposals:- 
pe (1) That consideration should be given and 
recommendations made to give the woman who 
works and maintains a home a tax exemption 
or all of the money expended. by 
her to engage others to fulfill her normal 
home duties. 
(2) Money spent by @ working woman to replace 
herself in tre home while sne works is, in 
in the opinion of many, money "necessarily 
exvended" to earn the income. 
(3) Tne greatest burden is borne by the 
working motner. 
(4) At a time when governments are making 
every effort to emcourage those who possess 
skills to train or retain in order to. go 
back into industry or business, no encourage- 
mént is given to induce the mother of 
children to take such steps. 


(5) The greatest burden of all falls on 
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the widows, deserted, divorced or separated 
wives and mothers, whose income is the 
sole source of livlihood for herself and rer 


family and who is compelled to make 


she is at work. 

ee (1) In view of the increasing problen of 
unemployment in the unskilled labour field, 
consideration misht be given and Secures 
ations made to encourage employment of these 
people as handymen, gardeners, chauffeurs 
and domestics, by allowing as an exemption 
from taxable income, part or all of the 

monies spent to so employ sucaA a person, 

provided, however, the employment was for 

a period, say at least niné montrs yer 

year, and at a rate which would oring the 


person so employed into an income tax 


unskilled labour must come from public funds 
somehow, either Unemployment Insurance or 
direct Municipal Welfare and such inducement 
to the employer would surely encouras 
better and more continuous employment of 

such persons and would bring cértain tax 
income in that some of these versons (depend- 
ing on their status) would, in tur, become 


taxable, 
Respectfully submitted, 


(signed) Eileen M. Thomas. 
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